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OF INSURANCE AGENTS 





NATIONAL ASSOCIATION 


Multiple Agencies and “Annexes” 
Not Discussed on Convention Floor 








Association Will Make No More Appeals to Companies—Mild 
Resolution on Brokerage Competition—Big Questions Pass 
Without Discussion—Passing of the “Annex” Question— 
Commissioner Merrill Wants Information on “Floaters”. 





(Special Correspondence) 


Boston, Thursday— 

The National Association of Insur- 
ance Agents, in convention here for 
three days, did not say a word in de- 
bate on the floor regarding multiple 
agencies and annexes. Instead the 
convention, after listening to a report 
of the legislative committee, recom- 
mending the Oregon single agency law 
as a model act, passed a resolution 
making such a recommendation. Such 
an act will be drafted as soon as 
possible. 

No More Appeals to Companies 

It has decided to make no more di- 
rect appeals to companies but to let 
the law handle the situation. 

This will probably take out of the 
forum of the association the annex 
question, which has bobbed up at every 
convention for many years. It was 
quite a novelty to see a fire agents’ 
convention that did not discuss mul- 
tiple agencies on the floor. 


Brokerage Resolution Mild 

The brokerage resolution was rather 
mild; being merely a protest against 
companies giving advantages t6 brokers 
competing for business denied to the 
companies’ agency representatives. 
Working Agreement With Federation 

Mark T. McKee, the Insurance Fed- 
erations’ chief organizer, was here, and 
there was considerable interest in 
knowing what the attitude of the con- 
vention would be towards the federa- 
tions. It was decided that antagonism 
should be dropped and each should 
supplement the other. A working 
agreement between the two organiza- 
tions was decided upon. 

The resolutions were adopted, almost 
without a murmur except upon the 
part of C. F. Hildreth, of Freeport, Il., 
former president of the association, 
who said he simply wanted to say that 


he did not agree with the resolution 
on the Insurance Federation. 

“Sorry,” said some one, and the dis- 
cussion ended. 


Little Discussion on Big Questions 

It was a convention out of the ordi- 
nary. There was no discussion on 
subjects other than State insurance, 
office efficiency and _ inter-insurers. 
Contingent commissions and floaters 
were not discussed by the agents. The 
grade of speakers and the versatility 
of subjects discussed was varied. The 
high-water mark was struck when 
Senator Lodge made his eloquent talk 
for national defense. 


Wants Information on Floaters 
_At the Thursday morning session 
Commissioner Merrill, of New Hamp- 
shire, asked the agents present to send 
to him, as chairman of the commis- 
sioners’ committee investigating float- 
ers, all of the information they have 
on the subject under review by the 
Committee. He said he had volumes 
of letters on the subject from the com- 
panies. Many of them were pathetic, 
he said satirically, because of their 
apparent inability to stop practices 
criticised “because of the shameful 
acts of their competitors.” In fact, the 
attitude of some companies, as ex- 
pressed in their letters, reminded Com- 
missioner Merrill of the citizen of Con- 
coru who was going to Manchester. 
“What are you going to do there?” 
asked a friend. “I am going to get 
drunk, and, oh, Lord, how I dread it.” 
Mr. Merrill also spoke of the per- 
plexity of the insurance commissioners 
after hearing the agents and com- 
panies tell them in St. Louis what 
they thought of contingent commis- 
sions. The companies opposed them 
because it would increase their com- 
pensation paid to agents; the agents 
were equally as emphatic in opposition 
because they thought their compensa- 
tion would be too low. 





Glimpses at the Opening Session; 
Old Southern “War Horses” There 


President Damon, of Springfield F. & M., and President Dewick, of 
Boston Board, Welcome Visitors—Senator Lodge Gets Big 
Reception on “Preparedness”—“Fred” Bruns, of Syracuse, a 
Strong Efficiency Advocate—Convention Wastes No Time 





(Special Correspondence) 
Boston, Tuesday— 

For the first time in its career the 
National Association of Insurance 
Agents has come to Boston for a con- 
vention. It took the Hub twenty-one 
years to have the privilege of acting as 
host, but the attendance is large and 
all parts of the country seem well rep- 
resented. Mac O. Robbins, who took a 
train here from Santa Ana, Cal., said 
he did not mind the journey a bit, al- 
though he came from near Los Angeles, 
which is'the geographical center of the 
United States—look at the map and you 
will see that he is right. Many of the 
cld war horses from the South are sit- 


ing in the front rows of the convention 
hall at the fashionable Copley-Plaza as 
the sessions are opened. On the first 
morning the attendance is estimated at 
500, and it is noticed that in the hall 
are about 35 women Jistening with con- 
siderable interest to the proceedings. 


Convention Wastes No Time 

This convention is not wasting much 
time. At the end of the morning ses- 
sion many agents remained for the 
special meeting on the subject of “De- 
partment Conference, Agency Advertis- 
ing and Office Methods,” with Freder- 
ick V. Bruns, of Syracuse, N. Y., in the 
chair. Mr. Bruns reads “System,” “Sell 
ing and Advertising,” “Ford Times,” 
“Efficiency” and all the other maga- 
zines which are death to time killers, 


and he has incorporated many of those 
ideas in the operation of his agency. 


Conference on Mutuals 

Following the Wednesday afternoo1 
session—casualty and surety section— 
there will be a department conference 
on “Inter-Insurers and Mutual Competi- 
tion,’ with John F. Ankenbauer, of Cin- 
cinnati, in the chair. 

Welcoming the Visitors 

The delegates were welcomed this 
morning by President Damon, of the 
Springfield Fire & Marine, who was 
given a reception which must have 
made his heart warm. Mr. Damon’s 
speech will be found elsewhere in this 
issue. Walker Taylor, of Wilmington, 
N. C., made the response .on behalf of 
the Association, his talk being in a 
characteristically humorous vein 

Frank A. Dewick, president of the 
Boston Board, delivered a welcome for 
local men. 


President Roth’s Prediction Applauded 

President Roth’s paper—also found 
in another column—was followed with 
the closest interest, the paragraph caus- 
ing the greatest applause being one in 
which he predicted that the time was 


coming when companies would not ap- 
point an agent unless he were a mem- 
ber of the National Association of In- 
surance Agents. 


Senator Lodge Was the Feature 

The big feature of this morning’s ses- 
sion was the address of Senator Lodge, 
of Massachusetts. When he arrived the 
entire convention arose and gave him 
an innovation. A man with a big voice 
cried: “Three cheers for America’s 
greatest statesman.” Senator Lodge, 
who with Senator Swanson, of Virginia, 
drew up the great Naval bill which will 
again make America rank as the sec- 
ond greatest Naval power (it is now 
fourth on the list), made a ringing talk 
upon preparedness. He said that the 


- question of adequate national defense 


should not be partisan, but American; 
and that neither party should try and 
make capital out of it. He drew a 
clever analogy between fire and casu- 
alty insurance as the citizen’s prepar- 
edness against disaster and an adequate 
army and navy being the country’s pre 
paredness against attack. Every point 
made by Senator Lodge met with loud 
approval, there being no doubt as to the 
sentiments of every man present. 





Kansas City Charges $1,000 Fee; 
Remarkable Story of Clean-up 





R. L. Stewart Tells How Association Operates—Charles E. Sheldon 
Sounds Warning Against Legislative Activity—Capt. Manley 
and H. G. Seibels Give Facts About “Poor Old Birmingham” 
—Want Prevention Committee. 





(Special Correspondence) 
Boston, Wednesday— 

Western Manager of the American of 
Newark Charles E. Sheldon, who spoke 
frankly to the agents in Indianapolis a 
year ago was called to the platform on 
Wednesday morning. In discussing the 
recommendation of the legislative com- 
mittee that the Oregon law be enacted 
in other States he sounded this warn- 
ing: 

Warns Against Legislative Activity 

“It is my experience that when we 
have gone to any legislature for re- 
dress we are meddling with fire. We 
are likely to burn our fingers. Let me 
urge upon you, as a great factor in the 
business, to act with extreme con- 
servatism in all matters pertaining to 
the relation between companies and 
agents, and, above all, to go to the 
legislatures of States only in the last 
extremity.” ; 

Birmingham Clean-up 

Henry G. Seibels, of Birmingham, 
told of the clean-up campaign in that 
State. Agents in Birmingham inspect 
all of their new business and 90 per 
cent. of their old business. They are 
constantly on the watch against moral 
hazard. He told how Birmingham 
agents have reduced rates. He said 
companies want lower rates because 
high rates are money losers. The 
rates in the State of New York are 
the lowest; Nevada the highest. 

The average agent doesn’t under- 
stand the difference between loss ratio 
and burning ratio. Make politicians 
understand this difference, he said. 
Many politicians have been honest. 

“In South Carolina agents have suf- 
ered,” he continued. “Had there been 
a campaign of education there, so that 
the politicians understood it, we would 
not be threatened with State insur- 
ance.” 

Veteran Capt. Manley Heard 

Mr. Seibels said he would retire in 
favor of the veteran Captain Manley, 


of Birmingham. The Captain began 
his talk by referring to the series of 
articles in the “Journal of Commerce” 
headed “Poor Old Birmingham.” At 
first the articles made the Birmingham- 
ers angry, particularly when fires 
miles away from Birmingham were 
credited in the “J. of C.” fire record 
to that city. Eventually they recog- 
nized that Birmingham did have’ a 
bad record and should do something 
about it. 


Wants Committee on Prevention 

President Roth thought that the 
convention should hear about fire pre- 
vention work from members. He 
thought the convention should occom- 
plish something on fire prevention, 
even if they had to employ an engineer. 
He recommended that a committee 
be appointed to act with the National 
Board. 

How Kansas City Ass’n Operates 

One of the most interesting features 
of the fire agents’ convention was a 
talk by R. L. Stewart, of Kansas City. 
Explaining the operation of the Kansas 
City Association of Fire Insurance 
Agents. The membership in this as- 
sociation costs $1,000. Every company 
doing business in Kansas City, with 
two exceptions, is co-operating, and no 
company within the past two years has 
appointed an agent except on the dis- 
tinct understanding that he shall apply 
immediately for membership. : 

Why the Dues Are High 

“The price of our membership has 
been criticised by companies and by 
other agents who do not agree with us, 
claiming that it is too high,” said Mr. 
Stewart. “Three years ago our as- 
sociation was in debt. Our member- 
ship at that time cost us $100. We 
raised the price to $200 (our annual 
dues are $15) under opposition, and 
shortly afterwards we raised it to $500, 
having no trouble to hold our members 
and secured new ones. We have at 
present 87, representing all companies 
except two, and we control the prac- 


(Continued on page 6) 
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NATIONAL ASSOCIATION 





Someone May Get Hurt 
In South Carolina 


A. G. Furman Says Conditions Are 
Precarious—Prospects for Relief 
—Stricter Qualifications 








(Special Correspondence) 
Boston, Wednesday— 

The situation in South Carolina was 
discussed by A. G. Furman, the only 
South Carolina agent here. He said 
he had come to Boston to spend his 
1917 commissions. The people there 
do not realize yet what the situation 
is. The large corporations are hard 
hit for lack of insurance but the com- 
mon people do not sympathize with 
them. =] 

“My message to you,” said Mr. Fur- 
man, “is that we are living in hope, 
and by reason of our experience some 
of you may be spared similar troubles.” 

Politics an Element 

“Commissioner McMaster is honest, 
but rather erratic, and you don’t know 
always where he stands I saw him in 
July at a conference where it was 
proposed to call together a strong com- 
mittee to consist of 150 leading insur- 
ance and business men of the State, 
out of that to be selected a small com- 
mittee which will prepare a bill. It 
is possible that such a bill will be 
presented, but it is still talk. We 
wouldn’t have dared to intimate that 
the Governor should call a special ses- 
sion to the legislature, for the insur- 
ance trust. Now that we know the 
results of the primaries such a meeting 
may be held.” 

Next Ninety Days Dangerous 

There are ten companies doing busi- 
ness there. Inside of ninety days the 
insurance affairs will become precari- 
ous. Companies can’t take care of the 
fall and winter business when larger 
lines are written. If there is not some 
relief somebody will get hurt financi- 
ally. There have been a remarkable 
searcity of fires in South Carolina in 
the past three months. 


NO GAG RULE 








Hardwick, of Virginia, Permitted to 
Give His Views on Political and 
Economic Topics 





(Special Correspondence) 
Boston, Wednesday— 

Cc. H. Woodward, of Buffalo, heard 
someone criticize the National Associa- 
tion as an organization run by a small 
coterie. Thereupon he arose Wednes- 
day afternoon and told the modest dele- 
gates to talk. 

“Don’t go back home and say that 
you had something in your system that 
you wanted to get out and could not 
because the chair will not recognize 
you,” he declared. “Anybody who wants 
to say anything please get up and talk.” 

Proving It’s an Open Forum 

The invitation was eagerly accepted 
by W. W. Hardwick, Richmond, Va., a 
versatile agent who has kept his light 
hiding under a bushel. Mr. Hardwick 
eloquently discussed State rights, the 
Civil War, the Democratic Party, the 
original settlers of America, personal 
liberty, prohibition, the single tax, in- 
trinsic rights, suffrage, the increase of 
crime, Virginia gentlemen, New Eng- 
land persons, organization in the Ger- 
man Army, infantile paralysis and the 
horrors of Spearmint chewing gum. 

President Roth had decided not to 
sound the gavel and be subject to the 
charge that he was shutting off debate. 

He waited patiently for Mr. Hard- 
wick to reach the question of insurance, 
but Mr. Hardwick sat down without do- 
ing so. 


OF INSURANCE AGENTS 





E. C. ROTH AGAIN PRESIDENT 


TRIBUTE TO ADMINISTRATION 


Brief Sketches of the Officers—Glenn 
H. Johnson Elected—Other New 
Officers 





(Special Correspondence) 
Boston, Thursday— 

The convention re-elected E. C. Roth, 
of Buffalo, president. He has been a 
sane, energetic, conscientious execu- 
tive, making a fine impression upon 
local agents everywhere. He is one of 
the most successful fire agents in the 
country, his agency being Armstrong, 
Rota, Cady Co. 

Glenn H. Johnson, of Syracuse, one 
of the new vice-presidents, has been 
president of the New York Association 
of Fire Insurance Agents. Vice-presi- 
dent Mac O. Robbins, of Santa Ana, 
Cal., has never before been to a na- 
tionai association meeting and his elec- 
tion was in part a personal tribute. 
Vice-president Arthur W. Mills, of 
Little Rock, has been a familiar figure 
at national conventions. Vice-presi- 
dent W. A. Eldridge, of Detroit, is a 
well-known writer on fire insurance 
subjects, as well as being an agent. 
He runs a column in the “Agents Bul- 
letin.” Vice-president Walker Taylor, 
of Wilmington, is one of the conven- 
tion’s wits and old stand-bys. Vice- 
presidents L. C. Merrill, of Concord, 
N. H., F. W. Standart, of Denver, and 
R. L. Stewart, of Kansas City, are 
well-known in their communities al- 
though Mr. Stewart has only been an 
agent for four years. 


“I AM WITH YOU”—RICHARDS 








U. S. Manager of North British & 
Mercantile Says He Believes in 
Agency System 





United States Manager E. G. Rich- 
ards, of the N. B. & M., passing 
through Boston, dropped in at the con- 
vention hall and was asked to address 
the convention. He said in part: 

“T believe in the agency system. I 
know the greatest and best success 
that my companies can attain and com- 
panies doing business in the United 
States can attain, is a success based 
upon a_ successful, strong and per- 
manent agency plant. I, therefore, in 
all fundamentals, probably in every 
particular, am with you.” 


LEGISLATIVE SITUATION 








Sixteen States Have Passed Agency 
Qualification Laws in Past 
Seven Years 





During the past seven years the 
State Associations of fire insurance 
agents, have passed agency qualifica- 
tion laws in sixteen States, under 
which the applicant for a license must 
himself apply, show certain qualifi 
cations, prove that he is “in good faith” 
in the business, and be licensed direct 
by the department instead of having the 
companies procure licenses at so much 
a head “and no questions asked”. These 
iaws may need amendment, but they 
are a long step forward. That the 
State should require capacity and re- 
sponsibility in an insurance agen: is 
only reasonable, and such laws will 
prove of advantage to the public, the 
companies and the agents. 

“When a State is passing a resident 
agent law it often is led into the error 
of providing that no commissions may 
be paid to outside brokers,” says a com- 
mittee of the Agents’ Association. 
“Such a proposition is tempting to 
agents if they do not know the experi- 
ence of other States with that law.” 


= 





NEW ENGLAND STATES, 


MIDDLE DEPARTMENT, 
SOUTHEASTERN STATES, 
SOUTHWESTERN STATES, 


PACIFIC COAST STATES, 


Arthur W. Mills, Pine Bluff, Ark. 


ROCKY MOUNTAIN STATES, = 
Fred W. Standart, Denver, Col. = 


MIDDLE WESTERN STATES, 


MISSISSIPPI VALLEY STATES, 
Robert L. Stewart, Kansas City, Mo. 


SECRETARY AND TREASURER, 
Henry H. Putnam, Boston, Mass. 
CHAIRMAN EXECUTIVE COMMITTEE, 


CHAIRMAN GRIEVANCE COMMITTEE, 


CHAIRMAN LEGISLATIVE COMMITTEE, 
George D. Markham, St. Louis, Mo. 
CHAIRMAN ORGANIZATION COMMITTEE, 
Fredk. E. Warner, Salem, Mass. 
CHAIRMAN CASUALTY AND SURETY COMMITTEE, 
J. K. Livingston, Detroit, Mich. 


AMAA 0) ANU 


OFFICERS ELECTED = 


PRESIDENT = 
E. C. Roth, Buffalo = 


VICE-PRESIDENTS = 


Louis C. Merrill, Concord, N. H. 


Glenn H. Johnson, Syracuse, N. Y. 


Walker Taylor, Wilmington, N. C. 


M. O. Robbins, Santa Ana, Cal. = 


W. A. Eldridge, Detroit, Mich. 





Clarence S. Pellet. Chicago, III. 


John A. Murphy, Buffalo, N. Y. 





UMMAH A 


Recommendations By 
Resolutions Committee 


TO ENCOURAGE LOCAL CLUBS 
THROUGH COMMITTEE 





Will Draft Sole Agency Bill—Protest 
on Texas Compensation—Co-operate 
With Federation 


The report of the resolutions com- 
mittee follows: 

Constitution and By-Laws 

Your committee has carefully con- 
sidered the amendments recommended 
to the constitution and by-laws, most 
of which have been approved by the 
committee. Some of them have been 
amended, and a few disapproved by 
the committee. 

To record all these changes in detail 
would make our report too voluminous, 
and we therefore report our specific 
approval of the recommendation to 
raise the annual dues to $3 per capita, 
including annual subscription to the 
“Agency Bulletin,” through State asso- 
ciations, and $5 including the “Agency 
Bulletin” for those not members of the 
State associations The other addi- 
tions and changes jin the constitution 
and by-laws recommended to and ap- 
proved by this committee will appear 
in the copies of the revised constitu- 
tion and by-laws to be published in the 
“Bulletin.” 


Local Associations or Clubs 

Believing that the organization of 
local agents into clubs in the smaller 
cities and towns will result in a ma- 
terial increase in membership in the 
State and national associations, and 
foster a closer spirit of co-operation 
among local agents generally, we rec- 
ommend that the by-laws of all State 
associations be amended to provide for 


a local club committee whose work 
shall be to promote the organization 
of local clubs affiliating with the Na- 
tional Association. 

Agents’ Compensation in Texas 

We again record our protest against 
the attitude of the companies in re- 
spect to agents’ compensation in Texas, 
and instruct the executive committee 
to continue its efforts until this unfair 
discrimination is ended. 

Sole Agencies 

We heartily commend our legislative 
committee for its thorough investiga- 
tion of the Oregon law limiting agency 
representation, and approve their rec- 
ommendation of similar legislation for 
other States. 

Regretfully believing that further ap- 
peal to the companies for any restric- 
tion or check of the multiple agency 
evil will be of no avail because of the 
refusal of some companies to consider 
any agency limitation, we hereby in- 
struct our legislative committee to 
draft a sole agency law and submit it 
to the insurance commissioners of the 
States, with the request that they rec- 


ommend it for adoption in their re- 
spective legislatures at their next 
meetings. State legislation and the 


ruling of insurance commissioners has 
modified the evil of underwriters’ 
agencies in some degree leaving their 
maintenance practically no more or 
less than the dual agency of the parent 
company. We again remind our mem- 
bers of their duty to prefer companies 
not operating underwriters’ agencies 
or any other form of dual or multiple 
agencies. 
Co-operating Companies 

The agreement existing between our 
association and individual companies 
was suggested by us in the belief that 
its conditions were good for the com- 
panies as a whole, as they were good 
for the agents as a whole. It seems 


(Continued on page 7) 
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President Roth Scores 
Brokerage Methods 


SAYS COMPANIES GIVE UNFAIR 
ADVANTAGE 





Unlimited Agencies Debauch Busi- 
ness—Would Enlarge Casualty 
Committee—Need Education 





The methods of brokers were scored 
by President Edward C. Roth, in his 
address before the National Associa- 
tion of Insurance Agents. He charged 
the companies with permitting unfair 
advantages to the brokers in competi- 
tion and said that they gave the pres- 
tige of their names to sub-standard 
companies in taking large lines from 
brokers. Pregident Roth also pre 
dicted that the time was soon coming 
when no company would think of ap- 
pointing an agent. unless he was 2 
member of the National Association. 

He told of the activities of the offi- 
cers, who during the year visited many 
cities where conferences were held. 
He expressed the sympathy of the 
Association for the difficulties of the 
brother agents in South Carolina 
growing out of the Laney-Odom Act, 
but thought that the common sense of 
the people would clear the, situation 
down there in time. Such conditions 
could be prevented in future, he said, 
by publicity and education. 

Enlarge Casualty Committee 

Touching on the successful develop- 
ment of the Casualty Section, Presi- 
dent Roth recommended that the cas- 
ualty committee of the Association be 
enlarged to correspond to the execu- 
tive committee and be made ex-officio 
members of that committee, with a 
separate secretary. 

Scores Brokerage Methods 

Concerning brokers and brokerage, 
President Roth said: 

“There are no subjects that I con- 
sider more important for discussion 
here than the brokerage and floating 
policy questions, which are _ upper- 
most at the present time in the minds 
of our members who have been view- 
ing with concern the arbitrary dom- 
ination of the broker, under a pretext 
of the rather high sounding name of 
‘superior service,’ which to the ex- 
perienced observer looks a good deal 
like ‘the same old cat’—cut rates in 
a new coat. There are brokers whose 
chief efforts seem always to be a 
lowering of standards, through greed 
and selfishness, and they too fre- 
quently are encouraged by the willing- 
ness of scheming managers of the 
same type. 

“The brokerage-platform of our As- 
sociation which the companies have 
accepted, is helpful to the companies 
as well as the agents. It is unfor- 
tunate for all concerned that some 
of the managers are unable to see 
this. For instance, some managers 
whose superiors or predecessors 
agreed with us that they would not 
write risks for brokers unless the 
entire line was written under the 
same terms as govern the risk lo- 
cally, think that this is asking too 
much of them and that we should be 
satisfied if their own policies conform 
to the local standard. Such managers 
allow their anxiety for premiums te 
blind their judgment. 

Cut Rates and “the Same Companies” 

“The veriest tyro in the business 
knows that the greater: part of the 
‘business lost by agents to brokers 
ghanges hands because the brokers 
offer cut rates and ‘the same com- 
panies.’ If the broker has _ not 
enough pull with ‘the same compan- 
‘es’ to get the rate reduced, he uses 
a few of them to sweeten the list and 
places the balance in sub-standard 
companies at a rate cut deep enough 
to make the average equal the lump 
cut offered the owner. The practice 


of those managers who furnish the 


tools to the broker with which to rob 
their agents whom they have speci- 
fically agreed to protect, for the con 
sideration of a part of the loot, is 
patently without ethical support and 
is as unsound in dollars as it is in 
morals, as is easily proven. 

Lend Prestige to Sub-standard Compa- 

nies 

“In this practice the standard com- 
panies lend their assets and prestige, 
through the brokers, to sub-standard 
companies who are thus bolstered up 
and developed into formidable com- 
petitors. While this practice tem- 
porarily adds to the income of some 
standard companies, it is an imme- 
diate loss to the standard companies 
as a whole, because the bulk of the 
line formerly written by agents in 
standard companies goes to the sub- 
standard companies. It is a striking 
inustration of gaining at the spigot 
and losing at the bung. 

“The growing domination of the 
broker should set the men higher up 
thinking. It is getting to be a com. 
mon thing for companies to decline 
a small line for their agents and then 
at the solicitation of brokers, auth- 
orize a big line on the same risk 
without there having been any im} 
provement in the hazard. A rating 
kureau frequently gets a_ request 
from one or more leading companies 
to, reduce the rate established by 
their authority and binding upon 
their agents when such managers are 
offered a big line by a broker at the 
to be reduced rate. So indiscrimi- 
nate and reckless is this ambition for 
premiums that there are cases where 
the agent end of a company declines 
a risk for its agent at the established 
rate, while the broker end of the 
company is binding a much large: 
line for some broker at a _ reduced 
rate. 

Protest Against Discrimination 

“This statement of existing condi- 

(Continued on page 10) 


Strong Sentiment 
for Consolidation 


WOULD MERGE AGENTS INTO ONE 
ASSOCIATION 





Executive Committee Discusses  Fi- 
nances and Separation of Offices— 
Contingent Commissions 





A strong sentiment for the amalga- 
mation of al! agency organizations was 
shown by the executive committee of 
which Clarence S. Pellet is chairman, 
<n its report. - Not only was consolida- 
tion with the Federation urged, but the 
fact of the Casualty Convention at 
White Sulphur Springs, taking place 
immediately following the Boston meet- 
ing, “may be a providential arrange- 
ment”, as the committee expressed it. 


Face Financial Problem 

A readjustment of financial arrange. 
ments and a possible separation of the 
offices of secretary, treasurer and editor 
of the “Bulletin” were also considered. 
No recommendation was made on the 
separation of the duties of secretary and 
ecitor of the “Bulletin,” but the commit- 
tee did recommend that the duties of 
the finance committee be enlarged to 
effect a more business-like method of 
raising needed funds than “passing the 
hat”. The committee was against any 
change in the location of the head- 
quarters of the Association, the subject 
having been brought up in Minnesota 
with the idea of securing a more cen- 
tral location than Boston 

Want Larger Dues 

“We recommend an increase in the 
dues, the amount to be determined by 
this Convention,” said the committee, 
in taking up the question of finances. 
“The Association is doing more work 
for its members, and the members 
should pay and probably are willing to 
pay accordingly. Our income at present 








Fire, Tornado and 
Sprinkler Leakage Insurance 





New York Underwriters 
Agency 
A. & J. H. STODDART 


ESTABLISHED 1864 


100 William Street, New York 
AND 


175 West Jackson Boulevard, Chicago 





A General Agency Office More Than Half A 
Century Old, Operating Throughout 
The United States and Canada 




















is insufficient for our needs, and unless 


the income is increased, our work 
will be seriously crippled. The spe- 
cial contributions levied in the past 


en certain loyal members, who attend 
the Conventions, are unfair and be- 
1eath the digrity of an Association 
which has back of it a record of twenty- 
cne years of usefulness. Appeals such 
as were made at Atlanta and Indian- 
apolis may create enthusiasm at the 
time, but they put a burden on a few 
members and usually -...c ones already 
bearing burdens. In the end, moreover, 
the net results are often disappointing. 
Increase Powers of Finance Committee 

“Furthermore, our financial organi- 
zation is not good. Our treasurer is the 
secretary, already taxed with Associa- 
tion and ‘Bulletin’ cares and duties and 
our finance committee, through no faul: 
of its own, is not a real financ2 com- 


Mittee but an auditing committee. 


“We recommend that the duties of 
the finance committee be enlarged to 
cover general oversight and responsi- 
bility for the finances of the Associa- 
tion that it be made a specific duty of 
the finance committee to report at each 
annual meeting (or at the Mid-winter 
Conference) a budget of estimated in- 
come and expenditures, which budge: 
baving been carefully considered and 
adopted, shall be adhered to strictly. 

“It is most unbusinesslike to spend 
money without a definite plan or stated 
limitations, and then ‘pass the hat’ to 
keep the treasury from going dry. In 
the judgment of your executive com- 
mittee, the day has come when the As- 
sociation must give time and consider- 
ation to this subject, commensurate 
with its importance.” 


Against Moving Office 

The resolution adopted at Indian- 
apolis regarding a change in location 
for the Association’s headquarters, the 
committee did not believe that it would 
be wise to remove the National office 
from Boston, where it can be maintained 
at a less expense than in New York or 
Chicago, for example, nor did the com- 
mittee think the Association could 
afford to maintain two offices There. 
fore, unless there is some change in 
conditions, which would make another 
‘ocation desirable, it recommended that 
the present office be continued, and that 
no branch office be established. 


Advantages in Consolidation 

“To maintain two agents’ organizz- 
tions in the same field is expensive and 
confusing,” said the report on the ques- 
tion of the consolidation of agents’ as- 
sociations, “and a division of effort i: 
not calculated to bring about the best 
results. 

“Most of our members belong to the 
Federation. In fact, it would seem to 
be a fair statenient to say that the Fed- 
eration has built itself to some extent 
on foundations laid by us. Why is it 
not possible to unite the two organiza- 
tions, or at least consolidate the offices 
of administration, the publications and 
promotional activities? If some such 
plan could be adopted it would greatly 
increase efficiency and ought to reduce 
the total expense. 

Bring in Casualty Men Too 

“It may be beyond the range of a 
reasonable hope but in connection with 
the appointment of a Casualty commit- 
tee by our Association, it is impossible 
to refrain from expressing a wish that 
the Casualty Agents’ Association, as 
well as the Federation, might be con- 
solidated with our Association into on» 
big, influential agents’ organization. If 
we cannot accomplish so much a* once, 
let us proceed to a closer rleationship 
step by step. The Casualty Convention 
at White Sulphur Springs immediately 
following this Conventicn, may prove 
to be a providential arrangement should 
this suggestion meet with favor.” 

Headed Off “Contingents” 

Following the conferences at Chicago, 
Louisville and Atlanta, a sub-committe: 
from the Executive and Legislative 
committees appeared by invitation be- 


(Continued on page 10) 
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REPORT OF LEGISLATIVE COMMIT- 
TEE OF FIRE AGENTS ASS’N 





“Moral Suasion a Failure’—Aetna’s 
Action Called a “Challenge” to 
Single Agency Advocates 





The report of the legisiative com- 
mittee was listened to with greatest 
interest, as it was known that the 
committee had been making a careful! 
investigation of the Multiple Agency 
situation in various States, and that 
some reference would be made to the 
action of the Aetna in launching its 
underwriters’ agency, the most im- 
portant news development since the 
last meeting of the National Associa- 
tion of Local Insurance Agents. As 
was predicted the report dealt almost 
exclusively with the agency represen- 
tation question, and took an emphatic 
position in favor of legislation to over- 
throw Multiple Agencies. 


The Chicago Conference 

The report took up the conference ir 
Chicago last winter attended by forty- 
six National and State Association 
officials, from fifteen States, at which 
the committee was instructed to co- 
operate with the Insurance Commis 
sioners in “eradicating the underwrit- 
ers’ agency evil’, and was instructed 
to investigate the operation of the 
Oregon single agency law. After cor- 
respondence with the Insurance Com- 
missioner of Oregon and agents in that 
State the committee made a report on 
the Oregon law situation which . will 
be found elsewhere in this paper 

The report recommended that other 
States pass a similar statute to that 
on the Oregon books. 

The legislative committee then 
asked the question: “What will this 
convention do with the recommenda: 
tion of its legislative committee?” 

The Aetna 

The conclusions of the 
committee follow: 

“All must admit that the National 
Association of Local Agents should 
take vigorous action in reply to this 
challenge of the Aetna, or else cease 
to agitate against Multiple Agencies. 
If we continue to repy on ‘moral sua- 
sion’ alone, after this evidence that 
cur campaign is considered a failure. 
we court disaster and discredit, and 
we should expect other companies tc 
imitate the Aetna. 

“Why stir this up; why not drop 
it? will be asked by some members 
of our body, and perhaps of this con- 
vention; and they will argue that we 
ere acting unjustly towards some of 
the most popular companies, that th« 
practice is too firmly rooted in the 
business to be changed, and that we 
are trying to combat the laws of evo- 
lution and concentration, hence must 
be defeated. Your committee replies 
that this association has never chosen 
the easy course but looked only for 
the right, that justice is all on the 
side of the public’s fire prevention 
interests and in the preservation of 
a competent agency corps, and that 
single-agency laws will accomplish 
the reform whenever the agents ex- 
ert themselves to put such laws on the 
statute books. 

Preference in Placing Business 

“It is in the hands of the agents 
row; Jet them cease to give business 
to the Multiple Agency companies, 
and all companies will adopt the sin- 
gle agency rule; we hear from some 
quarters. That is the line we have 
been fighting on, and the Aetna gives 
the answer. Many agents who think 
about the business and are governed 
by a sense of duty have kept their 
business away from the multiple 
agency companies, and should single 
agency laws be passed, this loss of 


legislative 


ble to cover such loss in premiums by 
additional agents. Then there’s the 
idea that ‘the other fellow’ will ac- 
cept the agency if you don’t. Yet 
most of the agents would unite tc 
pass a law which made everybody quit 
together. 

“After hearing these objections, let 
us consider what is at stake. 


Standing of the Association. 

“First and least important, ihe credit 
and, perhaps, the life of this asso- 
ciation. Never have we adopted an 
important doctrine or policy and 
failed to have it accepted as the right 
rule of conduct in the business. Be- 
cause we have gone slow and taken 
position only after long and carefu! 
consideration and then only after a 
unanimous vote. Therefore this as- 
sociation has possessed the confidenc:2 
of agents, press and companies. If, 
now, our battle against multiple 
agencies is lost, we shall be adjudged 
in error in our doctrine of single 
agencies and our record of success 
will be destroyed. Whether the as- 
sociation can suffer such a disaster 
and still hold the confidence of the 
agency force of the country, is doubt- 
ful. 

Effect on Agency Corps 

“Second, and more important, the 
preservation of a decent standard of 
loyalty and efficiency among loca! 
agents is at stake. If the multiple 
agency system is not overthrown we 
must look for its rapid spread until 
every substantial agency is tapped by 
the powerful suction pipes of one or 
more of the greedy companies. Single 
agency companies must then retire to 
the back seats, or to the reinsurance 
undertaker, for no single agency com- 
pany can compete with the reckless 
acceptances and lavish privileges 
granted by the premium-grabbers. 
The cheapened agency appointments 
will be pressed on everyone, regardless 
of qualifications, and why should any 
man care what a company cost? If 
the burnt-out company quits, another 
will grab for the business and think 
they can cull it successfully. No! 
A competent corps of local agents 
depends on a return to the responsi- 


hilities and prizes of the single 
agency system. 
Gain to the Public 
“Lastly, and most .mporiant, the 


economic interests of the nation, in ° 
diminished fire loss, demand a return 
to the single agency system. The 
final test in any question is the na- 
tional good. The evolution of any 
Lusiness must meet that purpose 
even though the plans of ambitious 
men must yield. When only one ap 
pointment is permitted to each insur- 
ance company in the field it may des 
ignate, that appointment will be 2 
prize, eagerly sought after by agents 
who will once again give true service 
to their companies and the public 
striving for premiums. to be _ sure, 
but also alert to avoid losses, because 
their record must be kept good. Here- 
in lies the advantage to the public, 
which now pays, in increased premi- 
ums, all the waste from _ reckless 
granting of insurance. 


Position of the Companies 

“A Jarge majority of the companies 
would like to see this multiple agency 
abuse stopped. They cannot stop it 
by rules of their own organizations 
because the offenders control. It 
will not stop itself. If the agents of 
the United States feel that it should 
be stopped, let them face their re- 
sponsibility and pass, in every State, 
laws modeled on the Oregon law, to 
forbid any company making a second 
appointment in the territory covered 
by the commission of its first agent 
Let the company divide territory as it 
pleases, but have only one agent there 
in.” 


Closer Relations Between Company and 
Insured—Agents Should Have 
Contracts, Says Committee 





At the last convention a Casualty 
and Surety Committee was appointed 
to bring about closer relationships with 
tke fire business. J. K. Livingston wag 
chairman. This committee held no 
meetings, but a report containing some 
recommendations was made. 

Because of the closer relationship 
that usually exists between the insured 
and the company in these classes of 
business than in fire insurance, it has 
peculiar problems. On the question of 
ownership of expirations the committee 
said that the time has come when 
some definite understanding should be 
had with the companies. ‘Certain cas- 
ualty lines and continuous bonds with 
an indefinite period of expiration, it 
stated, make it almost impossible to 
set down a hard and fast rule to apply 
ts all cases. 

Should Insist Upon Contract 

“To prevent misunderstanding, an 
agent should, in the judgment of your 
committee, insist upon his contract 
with his company being go prepared, 
that any future condition will be con- 
templated in advance and his interests 
properly protected. Whether or not any 
such contract could be so prepared as 
to become standard and general in its 
use, remains to be seen, but we believe 
the companies would be perfectly wil- 
ling to co-operate along these lines 
with a view to reaching a conclusion, 
satisfactory to all parties. 

Uniform Agent’s Qualification 

“Your committee also strongly urges 
the support of this organization of a 
Uniform Agent’s Qualification Law and 
recommends co-operation with the In- 
surance Commissioners’ convention and 
the company officials to the end that 
some reasonable measure may be final- 
ly adopted which will meet the approv- 
al of all interested parties and even- 
tnally become a part of the statutes of 
every State.” 

The committee also made a strong 
endorsement of the Federation, saying 
that the association should support and 
encourage the organization. 


BETTER UNDERSTANDING 
OF BUSINESS NEEDED 





President Dewick of Boston Board Wel- 
comes Convention —Relief Needed 
From Legislation 





In welcoming the Convention on be- 
half of the Boston Board of Fire Un- 
derwriters, F. A. Dewick, president of 
the Board, said that one of the most 
important problems is how to bring the 
public to understand the principles in- 
volved in conducting the business to 
prevent unreasonable interference. 

“In no section of the country,” he 
said, “are we free from the menace of 
unreasonable interference. The pres- 
ence of the danger is reflected from 
every session of the legislature of prac- 
tically every State. 

“In the merkets at which the public 
purchase its merchandise and food, in- 
ferior goods are found in abundance. 
Small bottles are put up in large pack- 
ages, poor material is rendered decep- 
tive by brilliant finish, preposterous 
claims are made for weak devices. The 
men who are engaged in sub-standard 
traffic are frequently the bitterest 
critics of insurance. It would appear,” 
Mr. Dewick maintained, “that the fail- 
ure of certain individuals to judge the 
business fairly was due to their inabil- 
ity to appreciate that any business 
might be conducted on an honorable 
basis with values sold exactly as repre- 
sented. 

“So far as the companies which the 
members of this Association represent 
are concerned,” he concluded, “the value 


Secretary Putnam Traveled 20,000 Miles 
in Field Work—Companies Show 
Better Feeling 





The field work of Secretary Henry 
H. Putnam involved traveling nearly 
20,000 miles last year and he reported 
to the Convention a better appreciation 
among local agents of the activities and 
purposes of the Association. 

Some Beneficial Features 

During the year effective action was 
taken in relieving agents from the pay- 
ment of revenue stamp tax, and secur 
ing the repeal by Congress of the tax 
en the companies; also in unifying the 
sentiment of agents on the subject of 
commission legislation, while the stand- 
ard accounts current were brought into 
more general use. The National Board 
has made a pronouncement in favor 
of a uniform system of accounting be- 
tween companies and agents. 

To Help Agents in Litigation 

The work of the special committee 
cn return commissions in defunct com- 
panies in connection with the Ameri- 
can Union suit, induced Secretary Put- 
nam to recommend that this committee 
should have its scope enlarged to han- 
dle legal questions for agents in con- 
nection with companies placed in the 
hands of receivers, with a view to mak- 
ing action among agents uniform and 
to reduce the cost of litigation for 
each agent to a minimum. 

Companies Against “Agencies” 

A recent canvass of companies oper- 
ating underwriters’ agencies shows that 
a substantial number have practically 
discontinued appointing agents for un- 
derwriters; that the few agencies in 
existence are continued for purely local 
or defensive purposes and as fast a3 
possible these agencies are being dis- 
continued; that the companies do not 
believe in underwriters’ agencies any- 
way and are in favor of taking steps to 
eliminate them. 

Some effective legislation has also 
been passed in a number of important 
States, prohibiting companies from op- 
erating under any but their own name, 
or from advertising in any way, shape 
or manner except under their own 
name. While the provisions of these 
laws are at present undoubtedly being 
violated in some instances, yet their 
passage has effected material modifi- 
cations in the methods of the under- 
writers’ agencies. 

Secretary Putnam made a strong 
enumeration of the principles of the 
Association, saying: 

“The cornerstone of this Association, 
so far as its appeal to the agents is 
concerned, rests in its firm protection 
of the agent’s territory and his expira- 
tions. 

“There is no alternative for the As- 
sociation but to require that compan- 
ies retaining their place in the honor 
roll shall respect their obligations to 
the Association and not write policies 
over the heads of their local agents, 
direct or by reinsurance, or for other 
agents, or for brokers through the 
medium of so-called schedule or floater 
policies. It is unfortunately necessary 
to remind some companies that the 
overhead writing rules of the Associa- 
tion recognize no exemptions except 
steam railroad schedules, and that 
binders accepted from brokers or poli- 
cies issued through agents for non- 
resident brokers, do not meet the re- 
quirements of the Association if the 
company does not ‘satisfy itself that 
the entire line is written at the rates 
and rules to which the risk is subject 
locally.’ ” 


sold must be as represented, for the 
indemnity granted by any company do- 
ing a country wide business is bound to 
be sound, since the rigid laws in regard 
to reserves and capital mz‘te it so.” 
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“Business Efficiency” 
Show Gets Attention 
Many Prominent Agencies Among 


Exhibitors—Novel Advertisements 
of Robbins & Son Agency 








(Special Correspondence) 


Boston, Tuesday— 

A business efficiency corner of the fire 
agents’ convention hall contained a num- 
ber of interesting exhibits, particularly 
advertisements of O. M. Robbins & Son, 
Santa Ana, Cal. The Robbins Agency 
had on exhibition a complete file of its 
cent-a-day ads. Some of them read as 
follows: 


1 Cent a Day Insures for $1,000 

$1,000 Fire Insurance on Your 

Dwelling or Furniture Costs From 

$8 to $12 for Three Years—An Aver- 

age of About l=. a Day. Large or 

Small Amounts to Suit Your Needs 

at the Same Rates. You Can’t Af- 

ford to Run Your Risk! 
FIRE INSURANCE 
1 Cent a Day Insures for $1,000 

That’s all it cost Mrs. Bearzly, 
whose house was partially burned 
to-day. You can’t afford to run the 
risk of a fire. 

Come in and see us about a policy 
on your house or furniture or tele- 
phone and we’ll come to you. 

John W. Pratt, of Kennett Square, 
Pa.; L. H. Stubbs & Co., St. Joseph, 
Mo.; W. F. McNeil & Co., New Haven; 
Paden & Luttrell, Parkersburg, W. Va.; 
D. A. Fisher, Memphis; R. L. Betty, 
West Point, Miss.; Carey & Zimmer- 
man, Cincinnati; William H. Otis, Lynn. 
ance Agents’ Business Efficiency Show. 
Mass.; Charles P. Wright, Oswego, N. 
Y.; Anderson & Davis’ Insurance 
Agency, Minneapolis, Minn.; F. E. War- 
ner, Salem, Mass.; Appleton & Norton, 
Salem, Mass., and Rogers & Howe, Bos- 
ton, were other exhibitors. 


Convention Proceedings 
(Continued from page 2) 


tices in the writing of insurance in 
Kansas City. We haven’t any insur- 
ance broker in Kansas City. Our mem- 
bers will not pay a commission to any 
one other than a member of our as- 
sociation or a known resident insur- 
ance agent on any business placed in 
Kansas City.” 
Withdrawals in 1911 

{In discussing the withdrawal of com- 
panies from Missouri in 1911, Mr. 
Stewart said: 

“We had a very strict anti-trust law. 
The bureau rates were advisory only. 
In 1911 they passed what was known 
as the Oliver law, which took the com- 
panies out from under the common 
anti-trust law. It provided that the 
companies must within 30 days re-rate 
the entire State. This was extended 
from time to time by the insurance 
commissioner. That when these rates 
were so filed they became the fixed 
mandatory rates. The companies im- 
mediately undertook the rating of the 
State. This cost the companies ap- 
proximately $250,000. In the meantime 
as the companies filed or finished the 
rating of a town, these rates were 
furnished to the agents through the 
common bureau as advisory estimates, 
the insurance commissioner taking the 
position that no rates could be filed 
until the entire State rates for the 
State were ready. 

Conditions That Followed 

“In the meantime the rates were in 
use, and there was a good deal of dis- 
satisfaction. Complaints came into the 
commissioner so fast that by the time 
the rates were ready for filing he ab- 
solutely refused the schedules and the 
rates. This condition existed for a 
long time. In the meantime the agents 
continued to cut them. 

“As a retaliation on the part of the 
administration, when the session met 
in 1913 the entire Oliver bill was re- 


pealed and in lieu of an insurance bill, 
one section in that act was inserted 
which made it impossible for the com- 
panies to do business in that State. 
Following this there was a wholesale 
withdrawal of the companies. In ad- 
dition to that we had the Lloyds, who 
extended their writing from special 
hazards to almost all lines. We had 
non-resident brokers who solicited our 
accounts to be placed in wild cats and 
otherwise, and we had a flood of town 
mutuals organized, eight of which have 
been buried the last year by the pres- 
ent superintendent of insurance. The 
companies discovered that they had 
violated this stringent law by the very 
fact that they had withdrawn in a 
body. Suit was brought by the attor- 
ney general to punish the companies 
for the withdrawal and a= the law pro- 
vided a very severe penalty either for 
the violation of the rate portion or the 
conspiracy portion, it was not so dif- 
ficult a matter to get the companies to 
compromise, and a compromise was ar- 
ranged. 


Condition Now Is Excellent 


“The commission was ap»ointed and 
after a great deal of work they recom- 
mended the bill which we now have. 
This bill was passed through the ef- 
forts of the companies and Superin- 
tendent Revelle, and it is the best 
piece of insurance legislation which 
we have ever had. It is mandatory 
and the superintendent has much 
broader authority in the control of 
rates than formerly under the Oliver 
law. The companies now employ a 
common rating bureau and conditions 
in Missouri and in Kansas City and I 
believe in St. Louis, through the aid 
of this law, and through our local as- 
sociation, are much better. We have 
a better condition in Kansas City, I 
believe, than in 90 per cent. of the 
cities of that size and character.” 


Entertainment Plans 


Laid for the Ladies 


Delegates Waive Banquet—Down the 
Harbor by Moonlight—Auto Trips 
Scheduled 








(Special Correspondence) 
Boston, Tuesday— 


There will not be a banquet, nor any 
stag entertainment in connection with 
the convention, the Boston men and 
with good taste, gallantly preferring 
to shower their hospitality on the wives 
and daughters of the agents, and the 
women delegates. One novelty is a 
shopping tour, followed by a drive 
through a portion of Boston’s Park sys- 
tem, the cars winding up their. jour. 
rey at the beautiful home of Col. E. C. 
Benton, at Belmont, where they were 
later joined by the gentlemen. Colonei 
Benton is president of the Massachu- 
setts Fire & Marine. 

On Wednesday the ladies will be 
taken in automobiles and driven over 
the route taken by Paul Revere through 
Lexington and Concord, stopping at the 
important places. Returning to the Bos- 
ton’ Woman’s City Club, a luncheon will 
be served. 


Springfield F. & M. as Host 

Two other social features schedulea 
for delegates and guests are a luncheon 
at the New England Insurance Ex- 
change and the Library Association; 
and a theatre party, the host being the 
Springfield Fire & Marine. 

On Thursday morning the ladies wili 
be dr:ven to historical points in Boston, 
returning in time for lunch. On Thurs- 
day afternoon the entire convention will 
be taken in charge by the Boston Insur 
ance Co., to be conducted down the har- 
bor, stopping for dinner at the Pem- 
berton Inn, returning to Boston by 
moonlight. 
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MARKHAM COMMITTEE REPORTS ON OREGON LAW 


Recommends That it Serve as a Model and States Pass Similar Statutes — 
Fixes Limit on “‘Each Licensed Insurance Unit”’ 








The Mid-Winter Conference of Na 
tional and Stalte Offidials of the 
Agents’ Associations, at Chicago, 
February 14th-16th, referred to the 
undersigned Legislative Committee 
of the National Association of Local 
Insurance Agents for study and rec- 
commendation, the Single Agency Law 
which has been in effect in the State 
of Oregon since 1909. 

In general, the Oregon law permits 
a company but one agent in each 
city. village or town. The exceptions 
are as follows: By depositing $dv,. 
‘with the State treasurer, or by giving 
a surety bond, a company may regis- 
ter a second “title” under which is 
permitted another agent in each city, 
village or town. Additional agents 
may be licensed for a fee of $400 paic 
annually for each. A further excep- 
tion applies to cities of more than 
40,000 population, where a_ second 
agent may be licensed without the 
$400 annual fee. When this law was 
enacted there were only about fifty 
companies in the State and but one 
city having mere than 40,000 popula- 


tion. Recent correspondence’ with 
our members in Oregon shows unan- 
imous feeling that all exemptions 


should be taken out of the Oregon 
law, and a straight single agency rule 
adopted. 

Your committee were reluctant at 
the beginning to consider resort to the 
legislatures to abate the Multiple 
Agency evil. But it became convinc- 
ed, finally,* that Multiple Agencies can 
be controlled only by law. The com- 
panies using the Multiple Agency Sys- 
tem will not give up the practice in 
deference to the wishes of the Single 
Agency Companies and the agents, 
until compelled to do so by State leg- 
is:ation. 

Legal Action Justified 

Your committee has come to the 
conclusion that the evils and dangers 
of the Multiple Agency System are 
serious enough to justify interference 
by law for the following reasons: 

FIRST: The Multiple Agency Sys- 
tem promotes a careless issuance of 
insurance and thereby encourages 
and perpetuates an _ excessive fire 
waste. For, when a company ap- 
points a second agent to sell its poli- 
cies in the territory of its former 
sole agent, responsibility for losses of 
that company in that iocality be- 
comes divided between the old agent 
and the new, neither having the clear- 
ly defined obligation to protect the 
company, which formerly rested on the 
sole agent. 

The company’s lack of considera- 
tion for the old agent, displayed in 
starting another agent to sell its poli- 
cies in competition with him, natur- 
ally relieves him of obligation to it, 
and, in the fight for business between 
the disgruntled old agent and the new 
appointee, both physical and moral 
hazards are ignored, insurance is 
granted when it should be withheld, 
and fires multiply. On the _ public 
must fall the burden of this exces- 
sive fire waste, for it must be distri- 
buted over the policyholders in high 


premiums. Nothing replaces, how- 
ever, the tangible wealth destroyed 
by fire; insurance only distributes 
the loss. Therefore, the Multiple 


Agency System should be suppressed 
by law because it harms the public. 
Checks Fire Prevention Reform 
The Multiple Agency System checks 
fire prevention reform. A sole agent 
accustomed to guarding his company 
against fire loss due to bad physical 
or moral hazard, becomes an advocate 


of good building construction, water 
supply, fire department and police pro- 
tection. His townspeople appreciate 
his efforts in behalf of his community 
and he renders a service of incalcul- 
able benefit, which no other man can 
so well perform. The appointment of 
a second agent in his territory weak- 
ens his zeal, lowers his prestige and 
influence in his community and forces 
him to spend, in a competitive strug- 
gle with the new representative of his 
own company, that time and energy 
which, for the public good, should be 
utilized in fire prevention work. 

Your committee knows that there 
are agents who neither object to the 
appointment of a second agent by one 
of their companies, nor take any in 
terest in fire prevention work; but, 
might not such agents have been fewer 
in number had not the Annex and 
Multiple Agency System been at work 
for twenty years, constantly lowering 
the prevalent estimation of an agent’s 
responsibilities and duties? 

And, in addition, the Multiple Agency 
System does not alone increase fire 
losses; it increases the expense of 
doing the fire insurance business, and 
this, again, the public must pay. More 
than one agent for a company adds no 
useful service for either the company 
or the public; the additional agents 
only increase the competitive struggle. 
The cost of these additional agents 
must be loaded on the fire premiums 
which the public pay, even though the 
unnecessary additional agents serve 
no purpose useful to the public, but 
rather hinder fire prevention progress. 
The former sole agent pays, in diver- 
sion of business, part of the additional 
appointee’s hire, but not all; the pub- 
lic has to pay the balance, and it is 
pure waste. 


Expenses 
If a strict one agency law were 
adopted, the commission expense 


and loss ratio would both tend to fall, 
in all larger cities, because shortage 
of appointments would naturally lower 
commissions, and the difficulty of ob- 
taining an agency would make agents 
strive for favorable loss records. 
The excuse sometimes offered for 
the appointment of dual or multiple 
agents, that one agent or the first 
agent cannot or does not satisfactorily 
cover the territory, is not worthy of 
consideration as the company, in al! 
places and at all times, enjoys the 
right of changing agents or subdivid 
ing the field of an agent’s operations. 
New York City is successfully handled 
by single agencies. 
Business Being Rapidly Concentrated 
SECOND: The Multiple Agency 
System, if allowed to spread un- 
checked, will drive four-fifths of the 
insurance companies out of business 
and effectually prevent the organiza- 
tion of new companies. Who would 
be foolish enough to risk additional! 
capital in the insurance business to 
compete with the insatiable corpora- 
4jons who now are able to multiply 
themselves without limit and without 
additional capital by the devices of 
ui derwriters’ annexes and multiple 
agencies? Already twenty companies 
transact over 43 per cent. of the fre, 
marine and tornado business of the 
United States, while the other tw: 
hundred and eighty companies must 
divide the remaining 57 per cent. of 
the premiums. That this concentra- 
tion of the fire insurance business 
inte a few great corporations is not 
only inevitable, but will be to the ad- 
vantage of the nation, is claimed by 
those who are striving to concentrate 
the business by operating Underwrit- 


Recommendations by 
Resolutions Committee 
(Continued from page 3) 

apparent that some managers or their 
subordinates are unmindful of one or 
another of the articles of this agree- 
ment with their agents through this 
body and we therefore call attention 
to the matter with the hope that the 
entire underwriting staff of each com- 
pany will conform to the spirit as well 
as to the letter of this agreement. 

However, we do not insist that the 
co-operative agreement existing  be- 
tween the companies and this associa- 
tion upon the questions covered there- 
by is the last word in the matters, and 
will therefore welcome a conference 
with any organization to discuss its 
amendment. We will also give careful 
consideration to correspondence with 
individual companies on the subject. 

We expect every company on the list 
to recognize and conform to the terms 
of its agreement with us, or ask for 
amendment, in either one of the other 
ways suggested above, or advise our 
association in writing of its desire to 
withdraw from the co-operating list. 

In the event of the withdrawal of 
any company, the secretary is hereby 
instructed to drop the company from 
the co-operative list and report the 
matter in the next number of the “Bul- 
letin,” printing the correspondence re- 
lating thereto. 


Ownership of Casualty and Surety 
Expirations 
The casualty and surety committee, 
not being prepared to make specific 
recommendations at this time, the sub- 
ject matter is referred to the Execu- 
tive Committee with power. 


Brokers and Brokerage 


We have no quarrel with brokers 
who transact their business in accord- 
ance with the principles of correct 
underwriting and who are governed 
by rules and regulations imposed upon 
local agents. We do, however, protest 
against our companies giving advan- 
tages to brokers in competing for 
business that are denied to us. 


Insurance Federations 
After a long conference with Mark 
T. McKee, National Federation secre- 
tary, the following report was brought 
to the resolutions committee by our 
conferees, the special committee ap- 
pointed for this purpose, Messrs. Hil- 


dreth, Neale and 
proved by us: 


Markham, and ap- 


Inasmuch as it has become evident that the 
work of the agents’ associations and the fed- 
erations need no conflict but should rather sup- 
plement each other, because the agents’ asso- 
ciations are necessary to handle the many 


questions which specifically concern local fire 
and casualty insurance agents, while the fed- 
erations serve a useful purpose in bringing 
about a better understanding in the public 
mind of the insurance business in all branches. 

And since it is against the best interests of 
the business to have an apparent rivalry exist 
in that the organizers for the agents’ associa- 
tions and the federations in interviewing the 
same individuals for membership appear to 
compete with one another. 

Therefore your committee suggests that State 
associations, where practicable, arrange with 
the Federation organizers to recruit the State 
organizations to fall membership of all local 
fire and casualty agents. 

_ Your committee believes that such a work- 
ing arrangement is based on wise policy and 
that substantial benefits will accrue in both 
increase in membership in the State associa- 
tions and in a more complete and harmonious 
enlistment of all forces to bring about a bet- 


ter public understanding of insurance of all 
kinds. 
Stamp Tax 
We accord our appreciation of the 


valuable services rendered by our vice- 
president, Colonel Walker Taylor, to 
all lines of insurance and to his fellow- 
agents in helping to secure the repeal 
of the stamp tax. We hereby tender 
our thanks to Colonel Taylor and all 
others who co-operated in securing this 
legislation. 


Resolutions Not Reported Upon 

Resolutions presented to the commit- 
tee and not reported upon herein are 
omitted because the subject matter is 
covered by previous legislation, or in- 
cluded in other resolutions offered 
herewith, or were considered by the 
committee to be inadvisable at this 
time. : 

Conclusion 

Your committee finds it impossible 
to express the obligation of our as- 
sociation to all those who have co- 
operated in making this meeting so 
successful and _ delightful. Besides 
thanking the speakers who made the 
program so valuable, we wish to have 
placed upon record the names of some 
of those individuals and organizations 
which have been prominent in making 
this session of our association memor- 
able. Chairman Wilson and Secretary 
Warner of the executive committee 
have been indefatigable in their servy- 
ice, supported by the Boston Board of 
Underwriters, the associations of all 
of the six New England States, the 
New England Insurance Exchange and 
the Insurance Library Association. 








ers’ Agencies and maintaining Multi- 
ple Agencies. This argument has al- 
ways been advanced by the mercan- 
tile and manufacturing trusts, but 
the answer of the American people is 
found in the Sherman law and the 
Trade Commission, whereby Congress 
provided that the lesser unit should 
not be crushed, and the smaller man 
should have his chance. The same 
principle governs insurance. The law 
ghould not permit the great insur- 
ance company tc appoint numerous 
agents in the same locality to absorb 
the premiums from the lesser compan- 
ies; for the public interest will be 
better served by a large number of 
companies, all striving to merit pub- 
lic favor, than by a few great com- 
panies which would practically have 
the country and the agency corps at 
their mercy. 
Says Agents Should Be Foresighted 
Some agents who think only of their 
commission and want to do the most 
business in the easiest fashion— 
caring nothing for the good of the 
community or the interests of the in- 
surance business as a whole—will be 
captured by the blandishments of the 
big Multiple Agency companies, which 
offer to agents the widest license and 
the most unrestrained privilege. For 
the Multiple Agency company is com- 
pelled to offer such special induce 
ments to obtain agents when its ap- 
pointments are no longer exclusive. 
However, most of the agents of the 


‘Associations 


United States, and especially those 
who belong to the National and S ate 
of Local Agents, are 
loyal to the best interest of their 
communities and of the insurance 
business, and will, generally, refuse 
to defend or serve the Multiple Agency 
Companies when convinced that the 
Multiple Agency System is a menace 
to the public welfare and the Ameri- 
can Agency System. 

Your committee, therefore, recom,r 
mends that an effort be made in all 
States to pass laws similar to the Ore- 
gon law, to limit each licensed insur- 
ance unit to one agent in a given 
designated territory. The wording of 
the law is not important; it is the 
principle of legal restriction of com- 
pany representation which is recom- 
mended. In our opinicn this is the 
only way to retain in this country a 
sufficient number of local agents loya! 
to the fire prevention interests of the 
community and to preserve an ade 
quate number of independent and sol- 
vent fire insurance companies. 
GEORGE D. MARKHAM, chairman, 

St. Louis. 

Fred W. Cole, Atlanta, Ga. 

Dale D. Butler, Middletown, Ct. 
D. A. Fisher, Memphis, Tenn. 

B. F. Kauffman, Des Moines, Ia. 
F. E. Lauterbach, Columbus, O. 
C. W. Sexton, Minneapolis, Minn. 
Fredk. V. Bruns, Syracuse, N. Y. 
James A. Cathcart, Columbia, 8S. C. 
Mac O. Robbins, Santa Ana, Cal. 
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Mutual Competition 
and Rate Cutting 


LOWER COST ONLY AT EXPENSE 
OF SERVICE 





W. G. Cowles Against Reducing Rates 
or Commissions to Meet This 
Competition 





“Is it feasible for the stock compa- 
ries to meet the competition of the mu- 
tuals and State Funds (1) by lowerine 
the rates and (2) by iowering the com- 
missions?” 

Walter G. Cowles, vice-president of 
the Travelers addressed the convention 
on this proposition and the conclusion 
he arrived at was “No,” in answer to 
both parts of the question. He con- 
fined his discussion to “price” in com- 
petition. 

Elements in the Premium 

“An important question at the outset,” 
said Mr. Cowles, “is the purposes to 
which each dollar of premium ‘s put by 
the stock companies. A certain par: ot 
each dollar goes to the payment of 
claims and a certain other part to the 
payment of expense. These parts dif- 
fer a little in different States because 
of difference in average premium. If 
average premium is high, expense ratio 
goes down, because many elements of 
expense ratio have no real relation to 
premium. For example, it takes just as 
long to audit the same payroll in a 
State where the average rate is $1 as 
it would in a State where the average 
rate is $2. We will try to deal with 
the division of a premium dollar along 
average lines from the stock company’s 
standpoint. The table used is the 
average division adopted by the Gen- 
eral Conference. Each such dollar is 
divided into two parts—one of sixty 
cents devoted to the payment of claims 
absolutely, including medical aid, bu* 


not including any element of expense; 
the other forty cents is set aside for 


expense. 
Sa eee $.60 
Taxes, Licenses, etc ........ .025 
Service Expense ............ aa 


(This item is divided between 
Inspection and Accident Preven- 
tion costing $.04, and Investiga- 
tion and adjustment of Claims 
costing $.07).. 

General Administration Ex- 
SE ees Per 09 

(Of this amount $.02 is for pay- 
roll audits and the balance for 
all other expense). 

Acquisition Expense ....... 175 


EE cake cictreaes keaiccae oa bie $1.00 


Lower Cost at Expense of Service 

Mr. Cowles pointed out that the mu- 
tuals—including State Funds also under 
this designation—had no advantage over 
stock companies in most expense ele- 
ments. With reference to service ex- 
pense, he said that mutuals claim a 
saving on inspection cost but this, Mr. 
Cowles maintained, could only be at the 
expense of efficient service. The same 
applied to accident prevention service. 
Because the mutual is limited in terri- 
tory and scope, it cannot conduct its 
service as cheaply at the large stock 
company and if there is any ultimate 
difference between the two in cost, it 
will be in favor of the stock companies. 
All this is equally true he said of cost 
of investigation and adjustment of 
claims. An efficient claim service is 
absolutely necessary. The compensa- 
tion acts are thoroughly understood by 
only a few employers. Loose claim 
methods would be unjust to the work- 
men, the community and the policy 
holders. 

Overhead Charges Are Low 

“General administration expense re- 
quires nine cents on the dollar,” said 
Mr. Cowles, “of which amount two cents 
is for payroll audit. No business is 


conducted without what is known as an 
‘overhead charge’. Insurance compan 
ies must have suitable places in which 
to do business. They must not only 
employ and pay a sufficient clerical 
force to take care of a business which 
is full of difficulties and details, but they 
must employ and pay officials and heads 
of departments who are well informed 
end carefully trained in the conduct 
and management of a perplexing line of 
insurance. Those who do this work 
are not over-paid. There may be other 
‘ines of business in which the overhead 
charge is as low as seven per cent., but 
I have never been able to find one. i 
do not think we really need to spend 
much time on this element of expense. 
I firmly believe that there is no way in 
which it can be fairly criticised by any- 
one and that there is no line of business 
with which it would not compare favor- 
ably if just comparisons could be made. 
Administrative Cost of Mutuals 
Greater 

“Again we have an expense item relat- 
ing to large volume and large territorv 
in comparison with an expense item 
of a mutual limited in volume and ter- 
ritory and the relative cost is bound to 
be greater for the mutual than for the 
stock company; mutual insurance ‘can 
have no advantage in this matter. As 
administrative cost is only cheapened 
at the expense of those who are directly 
interested in the insurance organiza- 
tion, this expense will be kept up for 
selfish reasons if for no other. We 
confidently expect a higher administra- 
tive cost for limited mutuals when suffi- 
cient time has passed to truly fix that 
cost. Such information as we are able 
to get from mutual statements to whick 
we have access clearly indicates that 
the administrative cost of mutuals is 
greater than of stock companies. I 
really have little or no doubt on this 
point. This is one element of expense 
which develops to iis normal amount 
more rapidly than any other element. 


It is reasonable to assume that it is 
already developed at least to a point 
where mutual insurance can show no 
advantage over stock insurance on this 
element of expense in the matter of 
price.” 

Are Satisfied With Acquisition Cost 

With reference to the other item of 
two cents of the dollar for payroll audit, 
Mr. Cowles said that if the mutuals un- 
dertake universal audit as they should 
in justice to their policyholders, the 
service cannot be performed at a iower 
cost than is done by the stock com- 
panies. 

“The last item for consideration in 
the expense elements of stock insurance 
is the acquisition expense,” continued 
Mr. Cowles. “Stock companies spend, 
and spend willingly, seventeen and one- 
half cents out of each premium dollar 
for the purpose of adequately distribut 
ing their business through agency or- 


‘ganizations. Time will not permit me 


to go into the endless number of argu- 
ments which can be offered in support 
of the agency system. Those point; 
Lave been sufficiently presented or 
other occasions. Every person here 
knows full well that the agency method 
is the only method yet discovered by 
which a sufficient distribution of risks 
can be obtained to insure continued sol- 
vency and secure to the companies the 
reasonable benefits of the iaw of aver- 
age. We say to our policyholders that 
our agency cost is the price of our sol- 
yency. We can point out numberless 
institutions which have tried to do busi- 
ness without an agency cost and none 
of them have been successful. 

“We are willing as a company, to ac- 
cept any competitive handicap involved 
in the continuation of agents’ commis- 
sions in their present amounts. If this 
results in an eventual difference in the 
ultimate rates as between mutual com- 
panies and stock companies of a per- 
centage equivalent to the acquisition 


(Continued on page 12) 
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CALLS SITUATION AGGRAVATING 


DAMON ON OVERHEAD WRITING 








Springfield’s President Says Compa- 
nies Will Extend More Than Sym- 
pathy in Helping Agents 





Instead of a perfunctory and stereo- 
typed address of welcome President A. 
W. Damon, of the Springfield Fire & Ma- 
rine, in greeting members of the Na- 
tional Association of Fire Insurance 
Agents, touched upon the question of 
overhead writing, briefly recited the 
story of the longevity of Massachusetts 
companies formed since 1862, referred 
to the necessity of young men in the 
business keeping posted by reading in- 
surance newspapers and other literature 
having a bearing on their work, and 
made other interesting comments on 
conditions. 

After extending the welcome of the 
Massachusetts and other New England 
associations Mr. Damon called attention 
to the fact that his term as president 
of the Springfield—for which he was 
elected in 1895—was coincident with the 
life of the National Association of In- 
surance Agents. 


Changes Witnessed By Mr. Damon 
Mr. Damon began his busy career as 

an office boy on State Street in Boston 

Continuing he said: 


As clerk, field man and officer, holding an 
official position for thirty-three years, I have 
certainly had a varied experience and lived 
through a period of tremendous changes in the 
manner of conducting the fire insurance busi- 
ness. I will mention only a few. Many others 
will quickly suggest themselves to you. There 
were then neither telephones nor typewriters. 
Letters were written and copied by long hand. 
Black sand was the ink absorbent, for blotting 
paper had not come into general use. As a sub- 
stitute for envelopes, letters were usually writ- 
ten on double sheets, folded, sealed with a 
wafer or wax and pressed with an initialed 
seal. In lieu of our present elaborate insur- 
ance maps, street books were kept and as 
many buildings extended to a street in the 
iear and also faced on a side street, three 
apparently separate risks might be located 
within the same four walls. We knew little 
about block lines in cities or exposing lines 
in towns. Agents reported their commitments 
only once a month and then in incomplete ab- 
stract form, the account appearing on the op- 
posite side of the sheet. It was four years 
later, in 1866, that the late Alexander Stod- 
dart invented the daily report. 

Prior to 1862 our insurance department did 
not require the carrying of a reserve for re- 
insurance. As a natural consequence, all ex- 
cess of receipts over expenditures was con- 
sidered profit and dividends declared accord- 
ingly, and this was the rock upon which many 
a company was wrecked. 

(Business was largely concentrated in the 
cities where the companies were located and 
it took the Chicago conflagration to show us 
the necessity of scattering our risks. To the 
Hartford companies must be given the prin- 
cipal credit for carrying out os idea .through 
the establishment po fom general agency system. 
And it was years later that risks were classi- 
fied and some basis formed for intelligent rat- 
ing of hazards. 


Massachusetts Companies 

“In 1862 there were thirty Massachu- 
setts stock fire and fire and marine 
insurance companies,’ Mr. Damon con- 
tinued. “During the next thirty years, 
twenty-eight more were incorporated. 
Of these fifty-eight companies there are 
only two survivors, the Springfield and 
the Boston and the latter was organized 
the year after the Boston conflagration 
of 1872, its corporate name being the 
Boston Marine Insurance Company and 
its business confined to marine insur- 
ance for nearly twenty years. The 
Springfield was saved by the courage of 
its stockholders, for the Chicago con- 
flagration of 1871 impaired its capita‘ 
and necessitated an assessment on its 
half million dollars capital of sixty-five 
per cent. Thirteen months later came 
a demand for a thirty per cent. assess- 
ment caused by the Boston fire. These 
assessments aggregating ninety-five per 
cent. were made without a single dis- 
senting vote. I mention these facts to 
remind you of the mortality record of 
fire insurance companies which is not 
exceptional to Massachusetts. If the 
public generally was familiar with these 
facts and realized that our business is 
the most hazardous and the least profit- 
able of any, we would have fewer se- 


vere critics and more friends among our 
legislators. Our publicity department 
is deficient somewhere. 

Joseph P. Gray, successor to the late 
Edward Atkinson as President of the 
Boston Manufacturers Mutual Fire In 
surance Company and _ practically 
sponsor for nearly a score of other 
mill mutuals, said to me not long ago,— 
“I do not class myself as a fire under- 
writer in the accepted meaning of that 
term for mine is a purely engineering 
proposition.” When we think of con- 
ditions a half century ago, when the 
picker room was located in the attic 
of a textile mill, its only immediate 
fire protection a perforated pipe such as 
market gardeners now use and oper- 
ated by the turning of a valve by the 
watchman and compare it with the mod- 
ern mill, its construction and equipment, 
we get some little idea of the progress 
in fire engineering. Now everything 
about the building is non-combustible, 
whether from internal or external fires, 
while there are automatic appliances 
for sounding the alarm, closing fire 
doors in division walls, starting pumps 
and operating sprinklers, with the re- 
sult that fires in such plants are quickly 
extinguished with only trifling loss. 
Public facilities too have grown from the 
watchman’s rattle and the church bell 
sounding the alarm calling out the vol- 
unteer firemen and the hand engine 
drawing water from well, brook or pond, 
to the Gamewell system of alarm, full 
paid trained firemen, gravity or pump 
pressure on water supply and appara- 
tus propelled and their pumps operated 
by gasoline engine. 


A Tip to Young Men 

In the old days there were no text 
books on fire insurance for there was 
little knowledge worthy of compilation. 
The pioneer in insurance journalism, 
the “Insurance Monitor”, had been is- 
sued less than a decade. Like its early 
successors it was a quarterly or monthly 
publication. To-day there are numer- 
ous books and journals, many of them 
edited by men skilled in the intricacies 
of the business, with ability to express 
their ideas clearly and succinctly. In- 
surance journals are now issued so fre- 
quently as properly to be classed as 
trade newspapers. And the pity of it 
is that young men entering the insur- 
ance business, with the avowed deter- 
mination to make it their vocation, 
rarely avail themselves of these facili- 
ties for learning the business. And this 
brings me to the question of the pre- 
paredness necessary for a successful 
career in our calling. At our home 
office for years we have declined to 
consider applications from young men 
desiring to enter our service unless they 
have had at least a high school educa- 
tion because after years of training they 
prove incapable of advancement to high 
positions. To-day some officials make 
it a rule that at least one in three en- 
trants must be college men preferably 
from technical colleges. 


Overhead Writing 

I now venture to touch upon a very 
sensitive point in our business. I refer 
to overhead writing of manufacturing 
plants, especially those of great size 
and immense values. These were for- 
merly controlled by local agents yield 
ing them annual commissions of goodly 
proportion. To-day quite as much to 
the regret of the companies as to the 
agents, a few large city agencies con- 
trol these lines and prejudice aside, you 
must confess that it is principally be- 
cause such agencies alone can afford 
and do possess a complete organization, 
with engineers such as only a large 
agency can command. It is an engi- 
neering proposition to prepare plans for 
construction and equipment to minim- 
ize to the last degree the fire hazard. 
And the form of policy which will prove 
of the most value to the assured in case 
of loss, calls for skill of a high order. 
That the form is usually a one-sided 
production, with the insurance com- 
pany the under-dog, is too well known 


SHOULD KNOW DAILY INCOME 


Fk. V. BRUNS’ ADVICE TO AGENTS 








Gives Concrete Example of Budget— 
Also Advocates Consistent 
Advertising Campaigns 





Fred V. Bruns, of Syracuse, N. Y., 
who is in demand at Agents’ Conven- 
tions, discussed cost systems and ad- 
vertising. 

No manufacturing concern to-day 
would dare to continue for ten minutes 
without an adequate cost system and a 
defixite understanding as to profits, he 
said. “My particular theory is that an 
insurance agency should know what the 
commission income of the office is das 
by day and should have with equal 
clarity a definite knowledge of each 
and every penny going into expense 
and overhead.” He gave this concrete 
example: 

Take if you will a business which had 
a commission income last year of $12,- 
000. This gives an average monthly 
income of $1,000. My experience shows 
that this income should be divided as 
follows to have an adequately adjusted 
budget: 


A month. 
Mimecutive GAIAry ....ccccces $300. 
Ce EE aie wadeuweuniss 200. 
Office rent and light ......... 60. 
PE xvas sank vergnaens 75. 
POE Aeéanuideerbeedccwn ce 25. 
Postage AP ee ee ee 25. 
Interest on good will, capital 
stock or investment ........ 75. 


(This being a six per cent. 
return on a $15,000 valuation 
which should be the minimum 
valuation of a business pay- 
ing a commission of $1,000 
a month.) 


Telephone, telegraph and 
0 ee ee 40. 

Og |, 100. 

Emergency reserve or sur- 
Se. ata chieaksnnkewae 100. 


Budgets 

Let the agent who wishes to conduct 
his business as a real business and not 
as a gamble take this budget; or any 
budget which is a practicable one for 
him, and definitely announce to his 
office that each month must show an 
income from commissions sufficient to 
meet this gross expenditure. It is not 
difficult for an ‘nsurance agent to work 
along these lines if he is willing to 
conduct his business so as to make the 
most profit out of it and so that he 
can at any time feel that his income 
balances his outgo. If every agent in 
this country were to adopt a budget 
system in his office, insurance compan- 
ies would have less need for going to 
the rescue of “lame ducks” because 4 
man to succeed in any wusiness to-day 
must look cost and expense squarely 
in the face and then courageously ad- 
just his plant to meet requirements. 

“This theory is a practical one because 
my own Office is conducted absolutely 
along these lines and has been for 
some time,” he continued. “My book- 








to need further comment. Now it is up 
to you, my friends, to meet this trying 
and very aggravating situation. Years 
ago all manufacturing plants were in 
spected by the field men of each com- 
pany for that company alone. To-day 
we have Inspection Bureaus for differ- 
ent sections acting for all the leading 
companies represented in each district 
and their surveys and periodical resur- 
veys form the basis of our judgment 
as to lines and desirability of the risk. 
In every line of business, organizations 
are doing the work formerly left to in- 
dividual effort. Is it not possible to 
evolve some scheme whereby through 
organized effort agents can again come 
into their own in this important matter? 
And you can rely upon the companies 
for something more than sympathy in 
your efforts in that direction. 


keeping system is such that at the close 
of every business day the net commis- 
sions on all policies written up to that 
day show absolutely correct; and, on 
the first day of each month, my books 
are so adjusted that the commissions 
on the renewal business for that month 
are all figured and announced. With 
these figures in mind, it is then “up 
to” everybody in the office to make th: 
commission income grow in a sufficient 
ratio to overcome cancellation losses 
and to reach the sum needed to meet 
the budget. In my offics. everybody in- 
terested in the productive end of the 
game knows each day what the ne* 
commission of the office is and each on: 
knows how tar we must go to. make ud 
the budget. This reduces che ordinary 
humdrum of business to something mor? 
than mere labor and places it in the 
field of healthy, enthusiastic sport. 


The Advertising End 

“It costs money and takes courage 
and time to put a proper system into 
an agency office, but it can he done and, 
ence done, the satisfaction is absolutely 
without measure.” 

Regarding the advertising end of the 
insurance agency, Mr. Bruns has some 
convictions. First, he does not believ: 
‘in advertising the so-called “solicited 
lines”. Second, he doesn’t believe in 
advertising unless eack bit of advertis- 
ing material tells scnething construc- 
tive about insurance in a way that the 
iayman can understand. Third, he be- 
lieves in an absolutely continuous cam- 
paign. No matter how small the expen- 


diture or the space, it must be con- 
tinued from day to day, or week to 
week, without interruption. Fourth, 


he thinks advertising shovld refiect the 
personality of the agency; in other 
words, it should be dignified, distinctive, 
deliberated. 

“As to my first point,” he explained, 
“we have all learned that when a new 
mercantile building is to be erected 
a new automobile purchased, or if a 
new concern starts in and wants com- 
pensation insurance, the order is even- 
tually given to the man who personally 
2s first on the job and best in his per- 
sonal salesmansnip. Publicity may 
help him get an entree and it may help 
him towards closing, but it :on’t do the 
deed alone. There is money in adver- 
tising the miscellaneous wnes such as 
Messenger Hold-Up, Residence Burg- 
lary, Residence Liability, possibly Plate 
Glass, Use anid %Ieccupancy insurance 
and Rent insurance. 

“Advertising which doesn’t tell a story 
that will be interesting to the reader 
is no good. Tell the public something 
about insurance which they don’t know 
and they will read it.” 


A Splurge is Futile 

As regards continuity of campaign, he 
doesn’t believe there is anything more 
futile than to very occasionally make 
a splurge in advertising and then re- 
trench for months afterwards If you 
are going to spend $25, $50, $100, or 
$1,000, so spend it that it will spread 
over a period, so that the people whom 
you hope to reach will get the habit 
of seeing your advertising in one par- 
ticular place for at least a six months’ 
period. 

Every bit of advertising emanating 
from an office should bear the same 
imprint of dignified salesmanship that 
characterizes the personal salesmanship 
cf the agent himself. So-called “Stunt 
Advertising” and advertising calculated 
merely to create a momentary stir is 
not the best constructive method. 





John A. Murphy, Buffalo local agent, 
who is attending the convention, re- 
turned only a week ago from England 
and Treland, where he went to distrib- 
ute Irish Relief funds raised in this 
country. Mr. Murphy naturally had 
many interesting experiences, some of 
which have already been printed in the 
newspapers. He succeeded while in 
Ireland in amalgamating two relief so- 
cieties, making the work of distributing 
international relief funds easier. 
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Procedure in Case 


of Failed Companies 


AGENTS BADLY IN NEED OF 
INSTRUCTION 


Committee Recommends Permanent 
Assignee of Claims—American 
Union Claims Total $1,000,000 


Valuable information for agents was 
contained in the report of the Commit- 
tee on Return Commissions in Defunct 
Companies, of which W. J. Carey was 
cyairman. Instructions were given in 
detail concerning the procedure to be 
followed in the case of the failure of a 
company. The need for this informa- 
tion on the part of the agents was 
shown in the report. Thomas B. Don- 
aidson, deputy insurance commissioner 
of Pennsylvania in charge of the liqui- 
dation of the American Union Fire, 
said that out of several thousand ac- 
ecunts filed in connection with the 
liquidation of that Company, but three 
were correctly filed. 

American Union Liquidation Drags 

Discussing the American Union case, 
Chairman Carey stated that although 
the Company failed in March, 1913, no 
dividends have been paid on claims for 
return commissions, except in some 
States where the American Union had 
bonds issued by a bonding company, 
when the creditors received dividends 
to the extent of the available funds or 
securities in those States. The total 
claims for return commissions are 
over $1,000,000, and the case has 
reached only the lower court. Some 
agents have claims amounting to 
$20,000. ) 
Agents Badly in Need of Instruction 

In showing how much the average 
agent needed instruction on matters of 
this kind, the report cited several 
cases in point. Only a few days before 
the report was prepared an agent sent 
in a claim for return commissions, al- 
though three years have elapsed. Sev- 
eral such claims have had to be al- 
lowed by the liquidator. Another agent 
not long ago wrote that at the time of 
the failure of the American Union he 
had taken up all policies, paid the re- 
turn commissions and still had the 
policies in his safe. He asks: “What 
shall I do with these policies? And 
where shall I send my claim?” 

One agent wrote Chairman Carey 
that he would turn over to him his 
claim amounting to $330 gross, for 
$500 cash. it was explained that the 
function of the committee was not to 
collect premiums but to defend agents 
against the repayment of return com- 
missions. . 

Cancelling Prior to Receivership 

The technical question whether poli- 
cies should not be cancelled short rate 
when cancelled prior to the legal re- 
ceivership, grew out of the mix-up in 
the receivership for the Guardian Fire. 
Ninety per cent. of the policies were 
cancelled before the legal receiver was 
appointed, due to error in the naming 
of the first receiver. 

The report discussed at length the 
procedure to be followed by the agent 
in the case of the failure of a company. 
Ii stated that there is no moral or legal 
obligation on the agent to repay the 
return premiums to the policyholder. 
In Washingion it has been held a re- 
bate to allow a policyholder credit for 
urearned premium of a defunct com- 
pany’s policy on a new policy issued in 
its place, unless the defunct company 
shall pay a dividend of 100 per cent. 
The report continues: 

Effecting Termination 

Under the general practice of fire insurance 
there are but two methods of termination of 
policies, i. e: By the company—pro rata; by 
the assured—short rate. 

These methods are the only ones provided 
in the printed conditions of the policy. There 


is, however, another method of terminating a 
policy contract, which is known legally as 


“cancellation through operation of law,” which 
means usually through receivership or failure. 

An agent issuing a policy to an assured does 
so as representing a company and not in any 
personal capacity, the principals to the trans- 


action being: First, the company and_ sec- 
ond, the assured, these principals being the 
only interests which can initiate any subse- 
quent alteration of the contract, either amend- 
ing, amplifying, reducing or canceling it. Any 
act of the agent is secondary and as represent- 
ing the desire of the principals. 


When Agent May and May Not Cancel 


An agent has authority from the company, 
by reason of his appointment, to cancel a pol- 
icy upon becoming cognizant of his company’s 
interests being cuinaaeeed or hazard increased, 
and should take such action promptly; or if 
the increase of hazard is not. prohibitive, 
should endorse a recognition of increase and 
collect an additional premium for same. So 
likewise, he may endorse a reduction of pre- 
mium for improvement of physical condition. 

He has not the right to cancel a policy for 
an assured except at assured’s request and 
then only under the conditions of the policy 
contract, which provides cancellation at short 


rate. 
First Steps to Take 


Should a company become involved finan- 
cially and the agent convinced that his cus- 
tomers’ interests are hazarded, it then be- 
comes his duty to advise his customer frankly 
of the conditions impending, so that his clients 
may determine for themselves what action to 
take. Having notified his clients of the con- 
ditions and thus afforded them the opportunity 
of protecting their interests, the agent has ac- 
quitted himself of his duty to his customer 
and the customer will appreciate his perform- 
ance and will undoubtedly request the agent 
to protect him in other insurers, which re- 
quest should be promptly complied with. 

However, policies thus cancelled must be 
made on a short rate basis (most policyhold- 
ers would rather lose the difference between 
pro rata and short rate than to run the risk 
of retaining a policy in a questionable com- 
pany) and no credit should be given by the 
agent for the unearned premium on the old 
policy to the assured on the premium of the 
new policy, which premium belongs to the 
substituted company. 

Assignment and Transfer of Interest 


The company whose policy was _ cancelled 
might not fail, but continue. 

hen a company actually fails, or is placed 
in the hands of a receiver, through a proper 
tribunal, upon the decree of said tribunal, it 
is generally accepted and understood that all 
contracts cease by operation of law and neces- 
sarily all policy contracts cease and concur- 
rently also & all agency contracts terminate, 
these contracts resting absolutely upon the 
financial reliability of the company. The de- 
funct company being unable, by reason of its 
financial depletion, to carry out its contracts 
of protection, one of the first acts of the 
liquidating officer is to notify the agents ask- 
ing them to call in all outstanding policies, 
sending same to the liquidator, properly listed 
with assignment or transfer of interest of as- 
sured—and accompanied by a statement giv- 
ing number of policies, name of assured and 
amount of return premium due assured. This 
return premium should be figured pro rata. 
Upon receiving the advices that the company 
has failed, the agent should proceed at once 
to bind the interests of his customers in some 
going company in order that his clients will 
not be subjected to the risk of no protection 
should his property be damaged by fire—and 
then the agent should at once notify his cus- 
tomers in writing of the conditions. 


How to Proceed in Making Accounting 


As stated above, when a company goes into 
receivership, “all contracts cease’ and ‘“‘con- 
currently also do all agency contracts cease,” 
but it remains the duty of the agent to make 
an accounting to the liquidator and it is also 
incumbent upon the agent to settle any bal- 
ance that may be determined is due to said 
company for the period of time up to and in- 
cluding the time of the decree of court de- 
claring the company in receivership. 

a—In making up a_ final accounting for 
agency, the agent should include as a credit 
to the company all policies issued up to date 
of receivership. 

b—As a debit he is entitled to charge the 
company for all cancelled policies to same 
period and all regular charges of commission, 
postage, etc. 

c—The agent is also entitled to charge such 
contingent as may have been agreed to in his 
contract. 

d—The agent shall not, however, include in 
his agency statement any transactions which 
may have been initiated subsequent to the 
receivership. 

e—The agent must not use any balance in 
his possession of the defunct company to even 
up or to take care of any debt of the com- 
pamy, such as paying a return premium to a 
policyholder, unless the policy was actually 
cancelled prior to oe i me Any such pay- 
ment can be recovered by the liquidator from 
the agent. 

f—If there should be any outstanding pol- 
icies, on which the premium had not been 
paid by the assured and which had not been 
paid to the company by the agent -it is gen- 
erally permissible to treat such policies as a 
flat cancellation for the purposes of an agency 
account (as though not issued) the policies 
collected and returned to the company can- 
celled. (If the premiums on these policies 
have been remitted to the company by the 
agent, these policies must appear in the sub- 
sequent accounting and collection must be 
made by the agent from the assured for the 
time the policies have run.) 

g—While the agent’s contract with the com- 
pany and also his employment as agent ceases 
on appointment of liquidator, and he is not 
required to render any further service to the 
company or to the liquidator (except to rende- 
accounting as above noted) it is the usual cus- 
tom of the liquidator to request the former 
agents to collect in the outstanding policies; 
to list same in order as to policy numbers; to 
obtain proper assignments of interest from the 
assured; to render statement showing policy 


number, name of assured, pro rata return pre- 
mium due assured; and to sénd statement and 
policies to the liauidator. ae 

Don’t Incur Liability 

While as stated above these services are 
usually requested of the agent and also usually 
rendered, there is no obligation either legally 
or morally on the part of the agent to do them, 
as the policyholders can file their own claims 
for the return of unearned premiums due them, 
but the agent, better informed as to the de- 
tails can perform this service not only better 
for the assured, but also, knowing just how 
and where to reach the policyholders, can bet- 
ter handle these matters for the liquidator than 
could be done direct between the company and 
the assured. 

However, in order to avert subsequent fric- 
tion, there should be a definite understanding 
between the liquidator and agent that this ser- 
vice is absolutely not required of the agent 
and that by performing this service the agent 
is not assuming any liability from either direc- 
tion; i. e., from the company or from the as- 
sured, the two principals involved, nor is the 
agent waiving any of his rights. 

As a matter of strict and technical equity 
the agent should be compensated for this ser- 
vice, although such claims have not usually 
been _ filed. 

h—When notifying the policyholders of the 
failure or receivership a notice made up as 
follows should be sent: 


Form Letters 





BROUIRNCS COMPENY GE ciccccscccccccccsoessascens 
has failed (or been placed in Receiver’s 
hands). 


_ Immediately on receipt of above information, 
in order to protect you against the contingency 
of loss by fire, we took the precaution of 
covering the property in other companies, and 
are pleased. Suerte herewith policy No. 
eecccccccces SME EME scecescoccscescccdenssccbescvvee 





President Roth Scores 
Brokerage Methods 

(Continued from page 4) 
tions is made because we suffer from 
them, because they injure our com- 
panies, and for the purpose of again 
calling attention to the fact that the 
platform of our Association relating 
to brokerage :s equitable to all in- 
terests and is entitled to the unquali- 
fied and vigorous support of every 
thoughtful and sane manager. We 
have no quarrel with brokers but we 
do protest against our companies 
giving them advantages in competing 
for the business on our books that are 
denied to us.” 

Sees Long Fight Ahead 

President Roth sees a long fight 
ahead of the Association on the sole 
agency principle. He recommended 
a law along the lines of the Oregon 
agency law. The fight against under- 
writers agencies had reduced _ the 
danger to the American agency sys 
tem, he said, and it was generally ac- 
cepted that they were merely a second 
agency of the parent company. 

Business of Preferred Companies 

“It is to be regretted,” he said 
“that there is no definite means of 
ascertaining the extent of diversion of 
business to preferred companies. 
Judging, however, by the tremendous 
efforts of some underwriters’ agency 
companies to increase iheir prem- 
iums it must be serious. Such a com- 
pany can easily make up its loss o 
business which has gone to preferred 
companies py doubling its lines and 
suspending its prohibited list. Judg- 
ing by the past, such underwriting is 
not likely to be permanently profit- 
able. 

“Every company represented’ by 
every agent would not only largely in- 
crease the expense of doing the busi- 
ness,” he said, “but would also in 
crease the fire waste, all of whict 
would be necessarily taxed upon th2 
property-owner. Such a_ condition 
would not only be a commercial crime 
but would make every agent a broker 
for the assured. The loyalty of th2 
agent to his company could not be 
stretched to cover a hundred compan- 
ies and under such conditions the de- 
termining factors in an agent’s judg- 
ment of a risk would naturally be 


steps to handle the collection of same in your 
interest. 

If policy is made payable to a mortgagee in- 
terest, both assured and mortgagee must sign 
the assignment of claim. 

Very truly yours, 


kk. a & . penenetepenanepenetnce 
Insurance Company, 
For valuable consideration 
hereby assign and set over to M............... 





MEE  istubiecinsavsiseuese right, title and interest 
to the unearned premium upon policy No. 
nae meigibah ieee ens Gnwne SOG DY SME: See ddcccccscees 
Eneurance “Company Gl oc. cciccesscccvcesotesssve 


and hereby authorize the said ............+.000. 


to collect, settle and receipt for same in 
(Signed) 
dcdedabebensoanckeees name. 
sobetecsentscaean éocvevepececnsegs NOE, 
csaveesherevinvesye - Mortgagee. 





Unearned premium ¢......... “es 
Permanent Assignee of Claims 


Enclosed in this letter should be a form of 
assignment of claim, which is to be signed by 
the assured (and also by the mortgagee, if 
any) and said assignment shall be attached to 
policy. 

i—In making up the assignment of claim to 
he signed by assured, it is of extreme import- 
ance that the agent shall not have these pol- 
icies assigned to himself, but assignments 
should be made to some one disinterested per- 
son, who can act as attorney for the collection 
of_ return premiums for the policyholders. 

In this connection, we would advise and 
strongly recommend that some such person or 
Persons shall be appointed, or a member of 
the executive committee, or the secretary, des- 
ignated by the National association as a_per- 
manent committee to act as assignee of claims 
in all subsequent failures, with power to act 
promptly, to take the initiative without further 
instruction, in handling claims of all cred- 
itors of defunct companies. 

This person or committee should be prepared 
with skeleton documents of assignments, form 
letters for agents to send assured and_ so 
equip himself with requisite detail that im- 


Strong Sentiment 


for Consolidation 

(Continued from page 4) 
fore the Convention of Insurance Cor- 
missioners in St. Louis. Prior to this 
hearing the commissioners seemed to 
be headed toward a united effort for 
contingent commissions to be niade com- 
pulsory by State laws at rates of 15 per 
cent. commission with 10 per cent. con- 
tingent, or 12% per cent. commission 
with 12% per cent. contingent, as -vas 
proposed in the Kentucky Dill. The 
committee appeared before the Com- 
missioners and made an oral argument 
against contingent commissions made 
compulsory by law. Later they filed 
with each commissioner a printed brief 

against the proposed legislation. 

“Certain individual commissioners 
may still retain the idea that com- 
pulsory contingent commissions are 
desirable,’ commented the committee, 
“put we feel confident that commission- 
ers as a body are converted to our view 
that the plan under consideration was; 
unfair to the agents, and would be pro- 
ductive of no good results.” 

Endorse “Education” Campaign 

The co-operation with the company 
managers at St. Louis was commented 
on favorably. “However,” concluded 
the report, “in the matter of co-oper- 
ation, it is hard for one party to do 
all of the co-operating.” 

The suggestion of a general campaign 
of education to include the explanation 
of the business and the functions o* 
the agent, was endorsed. 








‘the owner must have insurance and 

if I don’t write it some other agent 

will put it in the same companies.’ ” 
Sure of the Future 

Co-operation between companies and 
agents was strongly urged by President 
Roth. He emphasized the mutual 
benefits and continued: 

“Some day we are going to get this 
organization to a point where there 
isn’t a company in the land that 
would appoint an agent unless he was 
a member in good standing of this 
Association, that being a necessary 
qualification to his appointment. If 
you think that is an impractical ideal 
I want to tell you that you are mis- 
taken. The day is coming and com- 
ing fast.” 
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Local Agents Should 
Mould Public Opinion 


Companies Should Enlist This Influ- 
ence for Proper Legislation, Says 
F. Robertson Jones 
The result of competition, bad faith 
and adverse laws in manufacturing in- 
dustries was cited by F. Robertson 
Jones, secretary-treasurer of the Work- 
men’s Compensation Publicity Bureau, 
in his talk to the local agents, to show 
how these evils could have been elimi- 
nated by intelligent co-operation. He 
then applied the theory evolved to the 

insurance business. 


Recounting the various ways in which 
co-operation could be had, Mr. Jones 
stated that there were many opportuni- 
ties for the different classes of insur- 
ence interests to work together for the 
same ends, on such subjects as taxes, 
special deposits, agency laws, amity and 
comity between companies, relation be- 
tween companies and insurance officia's 
and commissioners, financial  state- 
ments, capital, surplus and reserve re- 
quirements, etc. He then related as ar 
illustration of the importance and prac. 
ticability of such co-operation the Fed- 
eral Revenue Bill which recently came 
from the House of Representatives to 
the Senate, stating what had been ac- 
complished by co-operation between the 
varivus insurance interests in this in- 
stance and what would have transpired 
had this not been done. 








Underwriters Slowly Converted 


The second phase of the proper ap- 
plication of the principal of co-opera- 
tion to the insurance business as a 
whole Mr. Jones said was in the estab- 
lishment of co-operation between com- 
petitors in any given class of insur- 
ance. He stated that the one great dif. 
ficulty which stood in the way here was 
the wide divergence of opinion among 
underwriters, particularly in the casu- 
ulty business, as to what constituted 2 
proper subject for co-operation. How- 
ever, he said, practically without ex- 
ception, casualty underwriters accepted 
the principal and that its ultimate suc- 
cess was but a matter of time. 

Mr. Jones then took up the question 
of co-operation between insurance man- 
agers and their field representatives. 
He said that the big opportunity for 
effective co-operation in this instance 
outside of underwriting questions was 
in the education of the public. He 
pointed out that without the local and 
special agents, the company has little 
influence either with the public or on 
legislation, both local and national. 
That the company and agent working 
together to place the business of insur- 
ance in the proper light in the eyes of 
the public and of the law makers would 
do an immeasurable amount of good to 
the business generally, was the 7on- 
tention of Mr. Jones. 


National Council Movement 


Emphasizing the points he had made, 
Mr. Jones said in closing: 

“It yet remains to create satisfactory 
machinery by which co-operation in the 
three ways that I have outlined may be 
made automatically effective. There is 
no use formulating policies of co-opera- 
tion unless we have the proper instru- 
ments for putting them into prompt ef.- 
fect The various company bureaus 
now afford admirable nuclei for such 
machinery. All that is necessary is to 
devise some way of ‘connecting up’ 
these dynamic units. The creation of 
the ‘National Council’ as an offshoot 
of the World’s Insurance Congress is @ 
step in the right direction; and I be- 
lieve the problem of creating some sat- 
isfactory instrument of co-operation will 
be up for discussion at the coming con- 
vention of the International Associa‘ion 
of Casualty and Surety Underwriters. 
The former movement is designed te 
embrace the whole field of co-opera- 
tion amorg insurance interests while 


How Inter-Insurers 
Operate In Field 


W. F. ANKENBAUER SHOWS THEIR 
METHODS 





Danger for Subscribers—Any Signer 
May Be Held for Losses of 
Members. 





One of the valuable sections of the 
convention was the discussion of inter- 
insurers by W. F. Ankenbauer, of Cin- 
cinnati, arch-enemy of the reciprocals, 
secretary of the Fire Underwriters’ Club 
of Cincinnati. 

Some of the points he made follow: 

Purpose of Department Conferences 

“My thought was that these various 
department conferences,” he said, “were 
to enable an exchange of ideas, espe- 
cially the experiences of men who have 
met and successfully coped with the 
inter-insurance and mutual competition, 
which interchange of ideas and experi- 
ences might help those who had been 
less successful or who may not have 
as yet had to meet such competition, but 
may later. 

“The fact that some of the large and 
successfully managed _  inter-insurance 
concerns have been able to return large 
dividends to their subscribers, and the 
fact that the annual revenue of the at- 
torney-in-fact of some has been very 
large, is causing the market to be flood- 
ed with these concerns, promoted pri- 
marily for the sole profit of the attor- 
ney-in-fact who takes his share first 
from the payment of premiums or the 
deposit, he never sharing in any loss, 
no matter how disastrous they may 
prove. 


How Inter-Insurers Work 

“These new promotions are reaching 
out into every line, the promoter hold- 
ing out to the subscriber the alluring 
bait of the earnings of some of the old 
successfully managed institutions. In 
one circular which came to Cincinnati 
soliciting business for a recently estab- 
lished inter-insurance exchange, they 
gave a list of some of the prominent 
business concerns of the country carry- 
ing inter-insurance, and while the cir- 
cular did not say that these concerns 
were carrying their insurance in this 
exchange, yet one might so infer. 

“The purpose in presenting the list 
in such manner was to convey the idea 
to the prospective subscriber, that if 
inter-insurance was safe enough for 
these business enterprises, it is good 
enough for him. 

“A friend of mine whom I learned had 
a policy in an inter-insurance exchange 
which went to the wall, upon being 
asked by me why he had taken insur- 
ance in such a concern, advised me that 
it was because it had been represented 
to him that certain other prominent 
business concerns carried insurance in 
this exchange. He had, however, never 
made any inquiry as to whether they 
had or why, but out of curiosity I in- 
quired of the concerns named, and 
found that the one upon whose sup- 
posed subscribership he had based his 
reasons for becoming a subscriber, had 
never been a subscriber, in fact, had 
turned the proposition down, yet the 
attorney-in-fact had represented them as 
a subscriber. 

Looked for Dividend, But Got 
Assessment 

“In May, 1915, J. C. Bardwell, attor- 
ney-in-fact of the Wholesale Grocers Ex- 
change, of the Central States, in a 
letter to a Cincinnati house soliciting 
them to become subscribers advised 
that their saving to assured had never 








the latter would have in view only the 
casualty and surety field. 

“I believe this subject of co-operation 
is the most important and vital one that 
now confronts the insurance business. 
We should begin doing something at 
once; and the way to begin is to begin.” 


been less than 21 per cent. and had 
been as high as 69 per cent., yet under 
date of September 2, 1915, the Foster 
& Glassell Co., of Shreveport, La., claim 
in a letter to the local agent who for- 
merly had their line, that in addition to 
paying the Board rate, they were as- 
sessed 124 per cent. because of losses 
sustained through the bad underwriting 
judgment of its attorney-in-fact. 

“Like the letter to the prospective 
Cincinnati subscriber, Messrs. Foster & 
Glassell advise that they had been lead 
to expect a dividend, instead of which 
they got an assessment. 

I do not intend to take up your time 
this morning, in details, especially as 
I have been for the past two years is- 
suing a pamphlet of inter-insurance in- 
formation, of which I issue revisions as 
fast as any new important matter 
reaches me, my aim being to keep it up 
to date, and I shall be glad to furnish 
each of you a copy of this with my com- 
pliments. I have already distributed 
thousands of copies to agents, many of 
whom have advised me that it has en- 
abled them to save lines from going to 
these exchanges. 

Get Favorable Legislation 

“In closing I want to call particular 
attention to the activities of the inter- 
insurance exchanges in securing legis- 
lation favorable to them, namely, li- 
censes and no supervision. 

“It is, therefore, extremely important 
that the agents in such States where 
laws may be introduced, see that no 
law is passed permitting an inter-insur- 
ance exchange to operate, unless the 
interest of the citizen assured is thor- 
oughly protected. 

The important thing to impress upon 
your assured is the possible responsi- 
bility he assumes in becoming a sub- 
scriber. y 
A Subscriber Can Be Held for Losses 

“Although the contract usually signed 
by the subscriber, limits the amount he 
will be called on to pay, yet since this 
contract of indemnity is one between 
an assured and an attorney-in-fact act- 
ing for other subscribers who agree to 
indemnify the assured in case of any 
loss, the question is whether the court 
would not hold that the assured who 
had a loss was a ‘third person’ as to the 
other subscribers and if the court 
should so hold then the assured who 
had a loss could hold any subscriber 
individually for the whole amount. 

“This you will find fully treated in my 
pamphlet and has been, I am told, one 
of the talking points of those who have 
been able to save lines from going to 
the inter-insurance exchange. 

“A careful reading of the work will 
probably also suggest to you other 
points which might particularly fit the 
case of your assured and my suggestion 
has always been, that the agent in pre- 
senting a copy of this pamphlet to an 
assured, mark such parts of it that 
he feels are most important to fit the 
particular case in question.” 


THE STANDARD’S SPECIAL 
The New England local agents’ num- 





ber of “The Standard” consists of 
nearly ninety pages. Among the in- 
teresting articles in it are: “British 


Companies Under War Conditions,” by 
Henry W. Eaton, United States man- 
ager of the L. & L. & G.; “Tobacco 
Insurance,” by G. B. Fisher, of Hart- 
ford; George L. Shepley, of Stark- 
weather & Shepley, “Some Features of 
French Fire Insurance Companies”; 
C. M. Goddard, secretary, “Work of 
the New England Fire Insurance Ex- 
change”: Gorham Dana, secretary of 
the Underwriters’ Bureau, “Growth of 
Sprinkler Protection in New England”; 
Gayle T. Forbush, “Schedule Rating in 
New England”; Guy Beards.ey, Aetna, 
“History of Hartford Board of Fire 
Underwriters”; H. J. Hogue, agency 
secretary, Scottish Union, “Fire Re-in- 
surance, and How it is Handled”; “Ad- 
vantages of the F. I. A. to the Local 
Agent,” by H. A. Smith, president of 
the National. There are twenty-two 
special articles in all. 


Would Combine Forces 
To Better All Lines 


George D. Webb Urges Co-operation 
to Fight State Insurance Menace 
—Supports Federation 





George D. Webb, of Chicago, presi- 
dent of the National Association of Cas- 
ualty and Surety Agents, told the local 
agents how their Association could co- 
operate with the casualty agents for the 
betterment of agency conditions gener- 
ally. He discredited the one-sided theo- 
retical form of co-operation which, a: 
he put it, most people seem to think 
applies to the other fellow, and said 
that the members of the Association 
which he represented were ready and 
willing to sacrifice personal and selfish 
interests for the good of the insurance 
business as a whole. 

Mr. Webb cited, as an instance of this 
kind of co-operation, the plan carried 
out by the organization of the casualty 
agents and of the company represen- 
tatives in holding joint meetings for 
consideration and improvement of the 
conditions in casualty insurance. He 
went on to say that the magnitude of 
the insurance business which was such 
that there should be no division in the 
ranks; that while there may be differ- 
ences of interests as between compa- 
nies and agents and some differences in 
procedure as between fire, life and cas 
ualty lines, they have much in common 
end that it is commonly admitted that 
there is a crying need. 


Deprecates Internal Dissensions 

That all lines of insurance have a 
common interest in many practical 
matters where co-operation can be made 
effective was pointed out to the local 
agents by Mr. Wekb. He proposed that 
all should work for more stringent 
agents’ qualifications laws and for high- 
er standards of efficiency and likewise 
for fair dealing on the part of the com- 
panies. To this end, he said, agents 
can afford to forget temporarily their 
“family grievances” in the defense of 
the business as a whole, particularly 
against unwise and unjust legislation. 
He said that one common organization 
in which all branches of the insurance 
business and agents, company officers 
and employes might unite in the com 
mon cause was a logical and laudable 
objective. 

Mr. Webb pointed out that, under 
such an organization, the casualty men 
could call on the fire men to assist them 
in combating some particular menace 
end the casualty men stood ready to do 
likewise for the fire men. He cited as 
an instance the menace of State insur 
ance which, he said, if permitted to 
spread, constituted a real menace to 
all lines of insurance as well as to the 
casualty. Such an organization, he said, 
was had in the present Federation, and 
indirectly advocated chat the fire 
agents follow the lead of the casualty 
agents in supporting that organization. 





MISQUOTING DEWICK 


One of the young newspaper men cov- 
ering the convention proceedings re- 
ported Frank A. Dewick, president of 
the Boston Board, as protesting (in his 
address of welcome) against the idea 
prevailing outside the Hub of “the vir- 
ginity of Boston.” 

What Mr. Dewick really objected to 
in his talk was the current superstition 
in various parts of the country of “the 
frigidity of Boston.” 





FAVORS LEGISLATIVE WORK 


W. A. Eldridge, of Detroit, discussed 
the question of going to the legislature 
for relief when relief is needed. He 
said that legislators are only men and 
are just as amenable to logic and com- 
mon sense as anyone else. He told of 
bills which have been passed in Mich- 
igan as a result of local agents. 
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Co-operation and 
Increased Profits 


E. M. ALLEN TELLS OF LOCAL 
AGENTS’ CLUBS 





Less Than 10 Per Cent. of Agents Or- 
ganized—Local Value of “Clubs”— 
Where They Profit 





The need for more thorough organi- 
zation of the agents of the country and 
the purposes and methods of forming 
local clubs were described in an address 
by E. M. Allen, of Helena, secretary of 
the Arkansas Association. Mr. Allen 
has been active in organization work 
in his territory during the year. 

Qualities an Agent Needs 

A properly qualified insurance agent, 
according to Mr. Allen, must possess in- 
telligence, education, no small amoun* 
of capital and salesmanship of the very 
highest order. “With these facts in mind 
we would naturally conclude,” he said. 
“that the insurance business occupies 
the place of honor in the business worl.? 
of even our smallest communities, but 
the reverse is generally found to be 
true. The local boards and exchanges 
provide regulation in the larger cities, 
but up to the present time the agents 
of the smaller communities have had 
no remedy for this state of affairs. 

Anything Fair in Competition 

“We are taught from the very begin- 
ning,” said Mr. Allen, “that almost any- 
thing is fair and legitimate in the soli- 
citation of insurance; we may cut rates, 
if necessary, solicit the expirations of 
our competitor, copy his expirations for 
our own use if we can reach them, talk 
about him, his companies, his methods 
or ability, and make free use of busi- 
ness practices that would not be toler- 
ated in any other line of endeavor.” 

There are, of course, hundreds of 
broad minded successful agents who 
do not take advantage of this liberal- 
ity of business conscience, but it is 
only because they are above the petty 
only because they are above the pet- 
privileges of their profession and follow 
ethical practices as a matter of choice. 

What “Clubs” Do for Agents . 

Mr. Allen stated that in many States 
less than 19 per cent. of the active 
egents are members of the State or 
National Associations He said that 
the regulation of working condition: 
and the prompt collection of premiums 
are a strong incentive for organizing. 
The advantages of -:ocal organization 
from the agent’s standpoint he gave as 
follows: 


The collection of premiums within 
thirty days. 

Settlement of all disputes by a 
grievance committee. 

Regulation of insurable values, 
etc., by an appraisal committee. 

Handling of all matters of mu- 
tual interest, with companies, bu- 
reaus, etc., by a general affairs 
committee. 

Improvement of fire risks and 
physical hazards by an alley com- 
mittee and fire prevention com- 
mittee. 

The elimination of irregular com- 
petition. 

How They Reach the Public 
When a club is organized a circular 

is issued, signed by all members, one 
copy of which goes to every insurer 
in the community advising him of the 
new rule governing the collection of 
premiums, and frankly stating why the 
new rule must be enforced. This is 
the first intimation to the public that 
in the future insurance must be con- 
sidered the same as ther lines of busi- 
ness, and that a fire insurance policy 
must be paid for when the premium 
is due the same as the telephone or 
electric light bill. “It is remarkable 
how very quickly the insuring public 
falls in line,” said Mr. Allen, ‘and how 


very few are the policies cancelled fo- 
non-payment of premiums.” 
Work of Committees 

Another big advantage to the agent 
is the work of the appraisal committee, 
whose decisions are strictly adhered to 
by all club members; this committee 
Gecides all questions as to the insurable 
value of buildings, contents, mercantile 
stocks, mora! hazards, etc., so that there 
is little opportunity given the careless 
agent to overinsure, and no opportunity 
for the firebug to load up with conven- 
ient insurance. The grievance com- 
mittee is the balance wheel of the or- 
ganization, heading off disputes anil 
eliminating friction between the agents. 

Mr. Allen explained that his own As 
sociation’s experience has been tha‘ 
this committee is seldom required to 
actually settle disputes, as whenever 
a question arises and the committee is 
called upon, the agent in the wrong in- 
variably settles the matter before .- 
committee meets. 

Once organized, with regular meet- 
ings, weekly luncheons, etc., the agents 
quickly realize the futility of friction 
end unfriendliness and willingly com- 
bine forces to, put the business of in- 
surance in their community on a sub- 
stantial legitimate basis. This does no* 
necessitate :he attainment of a vague 
ideal, but merely means the application 
of ordinary horse sense methods to in- 
surance and the adoption of the simpl- 
est of business ethics. The trouble in 
the smaller communities has alway; 
been a lack of co-ordination, of sympa- 
thy and of co-operation, and we have 
communicated this atmosphere of an- 
tagonism to our customers. 


Chance for Community Work 

Still another advantage was pointe. 
out in the possibilities for community 
work; local b»ards at several place; 
have demonstrated that agents working 
harmoniously not only improve work- 
ing conditions, but materially increase 
the insurable value of their communi- 
ties, and by community advertising and 
co-operative effort have increased their 
individua! premium receipts to a re- 
markable exteni. 

“We are urging in our State the in- 
tensiv2 cultivation of the insurance 
business by all agents,” said Mr. Allen, 
“asking them to combine forces, plaa 
educational campaigns ard go after the 
policies that have never been written 
We think it is more profitable to put 
in time developing new lines of busi 
ness or increasing lines that are suscep- 
tible of development, than to solicit the 
expirations of a fellow agent, or to in- 
duce an insurer, by fair means or foul, 
to switch the renewals of another agent 
or company. Have you ever figured 
your net profit at the end of the year 
from switching renewals, or of swap- 
ping policies with your competitors? 
Under the plan of intensive cultivation 
such side lines as tornado, rents, resi- 
dence and mercantile burglary, and 
the profitable casualty and surety lines 
can be advertised and consistently 
worked under the community system, 
and when this is done the efforts of the 
agents invariably meet with success. 

“Co-operation of this sort increases 
profits. white wasted energy reduces 
profits, preventing healthy growth or 
gain.” 

Responsibility for Conditions 

Mr. Allen held that the companies 
and general agents were in large meas- 
ure responsible. for the conditions that 
prevail in the field. He said: 

“Insurance is the only business l 
know where competition is regularly 
and consistently permitted to go below 
the cost of production. With all we 
read about the tremendously high loss 
ratios it is certainly illogical for us to 
assume that the companies can con- 
tistently be parties to any arrangemen:s 
that will ultimately result in great los- 
ses, but they do this whenever they 
encourage blacksmith agencies or start 
new agencies when not justified by the 
total premiums. 

“As a result of these generally bad 


Membership Now 
On Paid-up Basis 





Organization Committee Says No “Dead 
Heads” are Carried—Extension 
Work South and West 





Although no very large increase ir 
membership was reported by the or- 
ganization committee, of which Fred- 
erick E. Warner is chairman, the As- 
sociation membership is more substan- 
cial than ever before because now every 
member on the roll has actually paid his 
dues for the present year. Heretofore it 
has been the custom to carry members 
for two or three years. 

In order to give more local interest 
to the Association work it was sug- 
gested that local clubs be formed. 
These could also be effective units for 
publicity and education. 

The extension work carried Secre- 
tary Putnam to thirty cities and four- 
teen States, covering 20,000 miles. One 
trip made to the Pacific Coast follow- 
ing which the California and Washing- 
ton State Associations joined the Na- 
tional body and temporary local organi- 
zations were effected in Oregon, Utah, 
California and Kansas. Another trip 
made through the Southern States re- 
sulted in ten tentative local organiza- 
tions. 

E. M. Allen, secretary of the Arkan- 
sas Association was especially men- 
tioned as having done effective work in 
organizing locals in his territory. Mr. 
Allen addressed the Convention on 
“Co-Operation and Increased Profits”. 





Mutual Competition 
and Rate Cutting 


(Continued from page 8.) 
cost, we are very willing to accept that 
difference. We look upon the difference: 
as an advantage rather than a disad- 
vantage. This is a matter which has 
been widely agitated and agents, as a 
class, have been grossly misrepresented. 
The value of their services has been 
sadly under-estimated. The public at 
large cannot see why $175 out of a 
$1,000 premium should be required for 
agency expense, part of which goes to 
the agent as remuneration and the bal- 
ance is devoted to the expense of main- 
taining the agency. 

Neither Cost Can Safely Be Reduced 

“We have seen that rates can be re- 
duced only by cheapening service or re- 
ducing commissions. There is no other 
alternative. We do not believe that 
either service can be safely or eco- 
nomically reduced in cost. The answe’ 
io the question as stated therefore, in- 
cluding both of its elements, must un- 
questionably be ‘No’. This same ques- 
tion might be put in another form, ‘Is 
it possible that the eventual cost of 
mutual insurance in compensation lines 
will be as great as stock insurance, or 
substantially as great?’ The answe* 
to this question lies in the field of con- 
jecture. My answer would be a matter 
of opinion only. I have watched the 
reculiar workings of these things not 
only in this country but in foreign coun. 
tries, and I am pretty well convinced 
that if mutual insurance survives the 
test at all, which at best is doubtful, the 
actual difference in final cost will be 
very slight, if any, and this notwith- 
standing the fact that stock companies 
insure their policyholders, while mutual 
rolicyholders undertake to insure them- 
selves and their fellows, and the com- 
pany insures nothing.” 








conditions we have adverse legislation, 
bad laws, company withdrawals, irregu- 
lar competition, ill feeling between 
agents, and antagonism more or less 
pronounced between companies and 
egents. The agents cannot correct this 
situation by themselves but they can 
do their share, and with the encourage- 
ment and co-operation of the companies 
a material improvement can be effected. 


HOW COUNCIL WAS FORMED 


C. H. WOODWORTH ON ITS WORK 


Association’s Delegate to World’s In- 
surance Congress Tells of Purposes 
of That Organization 





C. H. Woodworth, of Buffalo, was a 
Gelegate of the Association to the 
World’s Insurance Congress at San 


Francisco last year, and he told of the 
work of the Congress and the forma- 
tion of the National Insurance Council. 
He paid a warm tribute to W. L. Hath- 
away, of San Francisco, general agent 
of the Mutual ‘Life, who was secretary 
of the Congress. 

Insurance Honored at Exposition 

Mr. Woodworth was placed on the 
committee to consider the advisability 
of a permanent organization to carry 
out the ideas advanced in the Congress, 
aud when as a result the National In- 
surance Council was decided upon, he 
was one of three fire underwriters 
placed upon the preliminary central or 
governing committee. 

The feeling of the Congress was 
uvanimous that the great expenditure 
of money, time and power which cul- 
minated in the Congress should be de- 
veloped and utilized in some organiza- 
tion of associations that would repre- 
sent insurance of all forms. The need 
of such an organization, not duplicat- 
ing any other and with very little ma- 
chinery was felt to be ideal, and while 
difficulties were not ignored, it was 
thought that this ideal was worth striv- 
ing for, and the “National Insurance 
Council” was launched. Anticipating 
what was likely to be done your dele- 
gate was clothed with the necessary 
authority and signed the application of 
the National Association of Insurance 
Agents, and this body became the first 
member of the National Insurancé 
Council. 

Purpose of National Council 

The constitution of the National In- 
surance Council declares its purpose 
to be “The Consideration of Insurance 
Questions or Problems Common to In- 
surance Interests and Activities Relat- 
ing Thereto,” said Mr. Woodworth. Its 
membership is limited to “National Or- 
ganization of Insurance and Related 
Activities.” 

“The governing body of the Council 
consists of the central committee of 
representatives of the fire, the life, the 
casualty and surety, the marine and 
the fraternal branches of insurance, but 
not to exceed three of each class. The 
eentral committee serves without pay. 
The admission fee is $25 for each or- 
genization and an annual assessment 
of the same amount may be levied upon 
each member. /Each organization mem- 
ber is entitled to one delegate in the 
meetings and work of the National In- 
surance Council, elected or appointed 
as each organization chooses. As my 
authority and duties end with the per- 
manent organization of the Council it 
will then be necessary for the associa- 
tion to appoint my successor for such 
term as may seem advisable. 


What Council Will Accomplish 

“The Council appealed to me most 
strongly as a vehicle to promulgate a 
campaign of education that would 
gradually lift insurance from the place 
it now occupies in the minds of the 
public to a position of honor and re- 
spect commanding the support of all. 
Such organizations as the National 
Board of Fire Underwriters and the 
Association of Life Insurance Presi- 
dents could prosecute an educational 
and publicity campaign through the 
Council without subjecting themselves 
t. the criticism of self-interest which 
obtains against more direct efforts. 

“Properly understood, appreciated, 
supported and employed, the ‘National 
Insurance Council’ will be the means of 
incalculable good to all forms of insur- 
ance as well as to the public. 
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HEALTH AND ACCIDENT UNDERWRITERS’ CONFERENCE 





Hardison Criticizes 
Costs and Settlements 


AGENTS AND COMPANIES TOO 
NUMEROUS, HE SAYS 





Gives Figures Showing Experience in 
Massachusetts—Settlements Over- 
Technical—Makes Predictions 





The conference listened to a very 
frank talk by Insurance Commissioner 
Frank H. Hardison, of Massachusetts, 
who, in an address on “Costs and Set- 
tlements in Accident and Health In- 
surance,” charged: that there are too 
many agents; that acquisition cost is 
too high; that too small a proportion of 
the premium collected is returned to 
the policyholder in benefits; that set- 
tlements would in future have to be 
made more after the spirit than the let- 
ter of the policy. 

Commissioner Hardison concluded 
from the complaints made to the in- 
surance department that the difficulty 
is chiefly on account of the agents. 
Many are “rounders,” but one company 
after another continued to certify them 
to the department. He said every agent 
should be given a course of instruction 
before being permitted to go into the 
field. 

The adjusters also came in for criti- 
cism from the Commissioner, especially 
in respect to a too technical interpreta- 
tion of the conditions in the policies, 
which he said, requred a lawyer to un- 
derstand. 

Predicts Better Settlements 

“T believe, and I am going to make it 
as a prediction,” said Commissioner 
Hardison, “that not so very far in the 
future the attitude of the courts wil! 
change to quite a degree in the inter- 
pretation of insurance policies. They 
will more and more incline to ascertain 
the intent and purpose of the contract— 
in other words, its spirit—than to make 
a cold analysis of its involved phrases, 
which it requires a lawyer to interpret. 
Already we see signs in the Massachu- 
setts courts of a departure from the 
dominating influence of precedent where 
precedent is not in accord with the ad- 
vancing tide of public sentiment. 

“For evidence of this observe some 
of the opinions that have recently been 
handed down which would have been 
looked upon as revolutionary and dan- 
gerous a score of years ago. Hence I 
conclude that the term ‘caveat emptor’ 
as applied to an insurance contract will 
soon be wholly out of place, but instead 
the doctrine of the courts as well as of 
the public will not be ‘let the buyer 
look out that he gets what he thought 
he bought,’ but ‘caveat venditor,’ .— 
let the seller take care that he furnishes 
what he pretends to sell. Then the mis- 
representing agent and the too illiberal 
company and the too smart adjuster 
will be out of date, insurance depart- 
ments will have fewer complaints and 
the insurance sold by all companies will 
give the satisfaction which apparently 
that sold by some of them now affords. 
Too Much for Cost; Too Little for 

Benefit 

“What are the elements of cost for 
an insurance policy?” he continued, tak- 
ing up the question of costs. “Let me 
enumerate them: losses, expenses, prof- 
its. I presume that each company man- 
ager has a private account which shows 
the ratio of lusses and expenses to pre- 
miums earned and collected. What is 
your loss ratio? Is that the ratio you 
struggle to keep down? Do you find 
it easier to squeeze in settlements than 
in commissions and other expenses? Is 
your doctrine that you must have busi- 
ness anyway and to get it you must pay 
the competing price? And further, do 
you hold that you must furnish your 
policy at the competing price? 


“Here then is the problem—a fixed 
price for the goods, a commission for 
selling below which you cannot go, an 
overhead expense that is unavoidable, 
so that the only elastic element is the 
loss ratio. Is this the way any of you 
look at jhe problem, namely, that if 
your outgoes threaten to exceed your 
income you must save on the loss set- 
tlements as the most available source 
of saving? If there is any such ten- 
dency let me suggest that, from the fig- 
ures that I have compiled from the re- 
turns of the few companies belonging 
to your conference and transacting busi- 
ness in Massachusetts, the insured is 
paying a pretty high expense cost for 
the protection which he gets. In other 
words, a rather large proportion of his 
one dollar per month, if that is his pre- 
mium, goes for expenses of carrying on 
the business and a small proportion to 
him in case of disability. 


Some Eloquent Cost Statistics 

“Of the 92 active members of your 
conference only 12 are transacting busi- 
ness in Massachusetts. Of this num- 
ber only nine are on the capital stock 
basis. The other three operate on the 
fraternal or assessment plan. The fig- 
ures that I shall give relate only to 
those companies having a capital stock. 
Their average incurred losses to earned 
premiums for 1915 was 39.3 per cent. 
and their average acquisition cost, 
meaning thereby commissions and sal- 
aries and allowances to agents, 43.8 per 
cent. It will thus be seen that it cost 
4.5 per cent. more to get the business 
than to pay the losses; or reducing it 
to dollars and cents, out of every $100 
paid by the policyholders $43.80 went 
to the agents in compensation and al- 
lowances and $39.30 was what the in- 
sured received on account of disability. 
The balance of $16.90 went for other 
expenses and profits. So much for the 
nine companies as a whole. 

Individual Companies Differ Widely 

“Individually,” continued Commis- 
sioner Hardison, “there was quite a dif- 
ference. The highest acquisition cost 
was 46.57 per cent. The same company 
had the lowest return to the insured 
namely, 32.8 per cent. The lowest ac- 
aquisition cost was 34.25 per cent., but 
this company’s loss ratio was only 39.17 
per cent., which was .13 per cent. under 
the average. The highest loss ratio was 
61.05 on over a quarter of a million of 
earned premiums, which was almost 
twice the percentage of return made by 
the company having the lowest. The 
company having the highest loss ratio 
had also a low acquisition cost, namely, 
34.83 per cent. 

When It Is Too High 

“Now I submit that this acquisition 
cost is much too high. The insured who 
pays over $7 out of a $12 premium as 
the expense of getting to him less than 
$5 on the average is ‘paying too dear 
for his whistle.” A cost of $5.26 to con- 
vince a man that he should receive less 
than $5 net value to him in protection 
is a bad bargain for the insured. If the 
facts were known as to where the 
money goes there would be little of this 
insurance sold. 

Where to Cut the Cost 

“The greatest opportunity for reduc- 
tion of expenses appears to be in the 
selling cost. But that cost I take it 
is increasing rather than decreasing, 
and for nine companies, whose returns 
have been compiled and whose figures 
are doubtless typical of the others in 
the same line, show an acquisition cost 
of 43.8 per cent. Doubtless the agents 
are not becoming millionaires even with 
that remuneration. But the trouble is 
that their individual volume of business 
is teo small. Each gets a few custom- 
ers out of whose contributions he must 
get his living. To get $1,000 a year for 
himself the agent must collect about 
$200 monthly and this means about two 


(Continued on page 14) 





ACQUISITION COST TOO HIGH 


R. P. SHORTS DISCUSSES EXPENSE 





Wants Committee to Investigate Ques- 
tions—Dishonest Agents and State 
Insurance Discussed 





In the opinion of R. Perry Shorts, 
resident of the Health and Accident 
Conference, there are three questions 
in the business that stand out above all 
others for serious consideration. They 
are the acquisition cost, the elimina- 
tion of dishonest agents and state in- 
surance. Mr. Shorts gave his views on 
each in his address as president of the 
Conference, at the annual meeting in 
Boston, this week. His views follow: 

Acquisition Cost 

At our last February meeting in Cin- 
cinnati, no less a true friend and able 
advisor of the Industrial Accident and 
Health business than Louis H. Fibel, 
recently deceased, read the most com- 
prehensive and altogether enlightening 
paper I have ever heard on the subject 
of “Acquisition Cost’—his figures hav- 
ing been compiled from information 
furnished him in confidence by compan- 
ies having a total annual premium in- 
come from such business of approxi- 
mately five and one-half millions of 
dollars. 

I fail to find words with which to 
more forcefully present this subject to 
you and so I adopt his. 

In 1914 the total acquisition cost of business 


was 32.23 per cent., in 1915, 32.85 per cent., an 
increase of 62-100 of 1 per cent. To my mind 
this increase is of most unfortunate signifi- 


cance. Only one company, and that one of 
the very largest, has made a material decrease 
in this item of expense. A few have main- 
tained the same ratio, but nearly all have in- 
creased the cost of putting business on the 


books. * * * A number of companies are 
offering the policy fee, the first month’s pre- 
mium, 35 per cent. of renewal premiums and 
then allowances for rent and office expenses. 


The average of all companies for total acquisi- 
tion cost was 32.85 per cent. The total aver- 
age underwriting profit was just about 3 per 
cent., and no company paying more than the 
above average for business can hope to make 
anything but a loss. Such disbursements are 
en unmixed evil from every viewpoint. Their 
natural leaning is toward the scaling of claims 
in the hope of forcing a profit somewhere. 
Gentlemen, the present time is a crucial one 
in our affairs, compensation laws are now 
general throughout the States. At present we 
meet their competition but their coverage 
broadening and increasing continually. 
The future will bring us increasing difficulties 
in maintaining our existence. Our competitor, 
compensation, limits total acquisition cost to 
17% per cent. We cannot justify to the public 


is 
* * 


40 or 35 per cent., nor can we permanently 
eempete svecessfully with a system allowing 
less than one-half of that percentage. 


The hand-writing on our wall is in the plain- 
est English, in the largest type. Let us heed 
it while we may and try to do something prac- 
tical at once. Why can we not agree here and 
now to a maximum of acquisition cost, pledge 
our honors to maintain that agreement in spirit 
even more than in letter and then keep to it 
like men? 

Must Face Situation Squarely 

My own opinion is that if the comnan- 
‘es represenied in this Conference, some 
ninety-two in number, had the common 
sense to face the situation squarely, as 
it should be faced and, in addition, the 
courage to at once take concerted act- 
‘on to insure early improvement of this 
unhealthy and debilitating condition— 
which is slowly bleeding us to death— 
it wouldn’t be long before the Non-Con- 
ference companies would “fall in line’ 
and we wouid find ourselves more popu- 
lar with our policyholders, more secur? 
with our agents (who are equally in- 
terested in this problem), and more im- 
mune from the attacks of politicians 
who, as we all know, are prone to gross- 
ly exaggerate our faults and minimize 
our merits. 

We need no man to tell us that our 
present acquisition cost is too high—but 
we would gladly welcome some “Moses” 
to lead us out of the wilderness and tell 
us exactly how to reduce it. 

I urge the immediate appointment 
of a committee of three to thoroughly 
investigate this problem and recommend 


something tangible and practical at our 
next meeting. 


Elimination of Dishonest Agents 

There are still “crooked agents” ‘in 
our employ. We must purge ourselves 
of them—every one—before we can be 
wholly worthy of the confidence reposed 
in us by the public. 

The insurance business is “a confi- 
dence game” in a most literal sense— 
based on the reposal of confidence by 
policyholder, agent and company alike. 
Plain, old-fashioned honesty, therefore, 
in all three parties, is an absolute es- 
sential to the successful transaction of 
the business. 

The agent is the prominent force— 
the one, big, advertising bill-board of 
the insurance business. He is the mea- 
ium through which the public sees, 
hears, tastes, smells and feels the Com 
pany. In him are centered “the fiva 
senses” of the business. Without him, 
we would be hopelessly helpless. These 
very facts make all the more necessary 
the unswerving integrity of the agent 
both toward policyholder and Company 
—for one “crooked deal” on his part 
may do irreparable damage to the busi- 
ness generally. 

And yet, we still find “crooked 
agents” in the employ of all companies. 
If you doubt the accuracy of this 


statement, just consult any well in- 
formed insurance lawyer or claim 
adjuster and he will tell you that 


approximately seventy-five per cent. otf 
2ll disputed claims are defended on the 
ground of “Breach of Warranty” and 
that the evidence shows that the trouble 
is directly chargeable to “crooked 
agents” who knowingly accepted appli- 
cations containing gross misrepresen- 
tations on the part of applicants. 

Such an agent will classify a risk in 
“AA” when it really belongs in “B” or 
“C”; issue a policy to a man who is in 
poor health at the time; fill out an ap- 
plication in such a way as to conceal 
the real truth of the applicant’s physi- 
cal condition or previous history; con- 
spire to procure the payment of an in- 
valid or exaggerated claim; collect an 
annual premium from a _ policyholder 
and then remit same “month by 
month”; or even hold up entirely the 
remittance of premiums belonging to 
the Company. 

Such men are a curse to our busi. 
ness and do irreparable injury to the 
thousands of honest agents who are 
too big and too broad to sanction, much 
less perform, a dishonest act. Nothing 
would please me more than to see this 
Conference take the initiative in some 
step which has for its object the total 
elimination of dishonest agents from 
the business, and at the same time call 
upon the various local agency organi- 
zations throughout the country to co- 
operate with it to that end. 

I recommend the appointment of a 
committee to handle this inportant 
matter. 

State Insurance 


By far the most important problem 
now confronting us is that of “State 
insurance” in general—and “State Com- 
pulsory Health Insurance” in particular. 

Our native sense of fairness suggests 
and supports the thought that in con- 
sidering this problem we must ever 
bear in vnind that our opponents are 
just as sincere and just as earnest in 
their ideas as we are in ours; that they 
are guided by motives which are 
wholly unselfish; and that they have 
in mind the consummation of a plan 
which, from their viewpoint, will ac- 
complish the greatest good for the 
greatest number. 

We, of course, disagree with them 
both on the advisability and workability 
of such a political, socialistic scheme. 
We believe that the suggested plan of 
State Compulsory Health Insurance is 
unjust to insurance companies and la- 


(Continued on page 15) 
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URGES IMMEDIATE ACTION 


ON A. & H. STANDARD POLICY 





F. W. Benjamin, of Prudential Casualty, 
Tells Conference at Boston That 
Delay Is Dangerous 





F. W. Benjamin, superintendent of the 
monthly department of the Prudential 
Casualty, in an address on Wednesday 
te the Accident and Health Underwrit- 
ers Conference, said that a further delay 
on the part of the companies in adopting 
«. standard accident and health poiicy 
would prove dangerous to all partie; 
concerned. He spoke on “Uniform 
Policies, Rates, Indemnities and Com- 
missions”. 

It would not appear to be practical 
said Mr. Benjamin, to edopt a stand- 
ard policy and not adopt a standard 
rate of premium and benefits, and stand- 
ard commissions as well. From the 
view-point of the insuring public the 
standard policy has much in its favor. 
If standard policies, covering fire in- 
surance and other lines, standardized 
by law, are a good thing for the public, 
then standard policies covering disabil- 
ity insurance are equally desirable. 
The prospect for a disability policy 
should know what he can purchase and 
the extent of the coverage. This is not 
at all likely under existing conditions. 
There are, he said, about one thousand 
different forms of monthly payment 
policies sold, from which he might make 
a selection and it would be obviously 
smpossible for him to select the better 
ones, if he were so inclined. It is out 
of the question for the well posted un- 
cerwriter to keep up to date regarding 
the different policy forms of his com- 
petitors. What chance has the public 
to buy the policy that wil: give them the 
protection they have a right to expect? 


Is Desirable for Companies 

From the company’s standpoint a 
standard policy is equally as desirable, 
he said, because it would disarm the 
twister of the strongest weapon in h's 
possession. It matters little whether 
the policy in the hands of the twisting 
agent is a good one or not. He is able 
to explain it to the holder of a good 
policy in a rival company in such a 
way that it will seem to be so much 
better that he persuades the assured 
to drop his policy and take his own, 
thereby losing, in many cases, not only 
accumulations and other additions, but 
often securing a policy which is far in 
ferior to the one lapsed. 

“One of the greatest problems with 
which this Conference has had to con 
tend was, and is, the twister,” Mr. 
Benjamin stated. “Once he is dis- 
armed, however, we have little to fear 
from him. He will find it rather diffi- 
cult to go to his policyholders, who~ 
he has placed in a good company, with 
the argument that he has a much better 
proposition for them, if he must offer 
them the same form of policy. Econo- 
mically the standard policy is the thing. 
It stands for stability and permanency. 
We are not engaged in competition with 
each other as far as the sale of the in 
dividual policy is concerned. We get 
cut new policies because our agents 
demand it. We have a constant de- 
mand for something new or something 
different and have learned that it has 
been a rather expensive procedure, 
viewed from any angle. For years we 
have claimed we were as yet in the ex- 
perimental stage, but surely we have 
ovtgrown the swaddling clothes. of ex- 
periment, and are now wearing the 
costly garments purchased by ex- 
perience. We (or at least a few of 
us) have kept statistics or records t 
guide us :n various directions. Are we 
not better prepared, therefore, to de- 
clare our position as te underwriting 
and agency problems? After all, ger- 
tlemen, this whole question, and all 


grave questions in our line, are domi- 
nated almost wholly by the agency 
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problem. Let us think of this, and now 
I will preceed to discuss our various 
‘standards’. 


Would “Standardize” Provisions Also 


“A standard policy, without standard 
rates and standard benefits, would be of 
little value,” he said, taking up the rate 
matter. “It is my opinion that the 
situation would be even worse than at 
present if the companies are to use 
their own discretion relative to rates 
and benefits. In this case the agent of 
the company, with the more liberal rates, 
could say to the policyholder of the 
other company, who is carrying a policy 
identical with his own, that he could 


-give him a larger benefit for the same 


premium or the same benefit for a lower 
premium, thus putting a premium on 
the practice of switching rather than 
preventing the evil. Then, from the 
company’s standpoint, comes the ques- 
tion of standard commissions, or a 
standard acquisition cost. This is 
also important, but in my opinion not 
as important as the standard policy, 
rates and benefits. It does not affect 
the public so materially as the other 
three subjects. It is highly important, 
however, from the company’s stand- 
point. 

“I need only to call your attention 
tc Mr. Fibel’s iast address before this 
Conference. At Cincinnati last Febru- 
ary he discussed ‘General Conditions 
in Our Field of Insurance. He was 
enabled, by the confidence placed in him 
by the different members of this organi- 
zation, to gather statistics that have 
proven, I think. to the satisfaction of 
everyone, that radical reforms in our 
business are necessary. No man was 
in a better position to speak intelli- 
gently on this subject than he. His 
last message to this Conference. if 
heeded, will prove to be the most val- 
vable of all the excellent work that he 
has done. He showed, to the satisfac- 
tion of all. that our business was badly 
managed, that our acquisition cost was 
much higher than it should be. Some 
have heeded his warning, others hope 
to, and all of us realize that we mus* 
do so if we are to make the profit to 
which we are jusily entitled. Review 
your agency organization and note that 
the most satisfactory agencies are those 
where the agents have built their busi- 
gess on their own personalities. They 
go about their business without worry 
or reference to ‘the other fellow.’ What 
an ideal situation it would be were all 
agents out advertising .nd talking the 
same policy contract. 


Would Abide By Conference Action 


“It is not my purpose to suggest the 
form of policy to be used or the rates 
or the benefits to be paid or the com- 
missions we spou'd allow our repre 
sentatives. Briefly. the policy shoul: 
be: one that gives the buyer the protec- 
tion. that he thinks he is getting. It 
should be on an equitable basis, provid. 
ing benefits that could be paid without 
question in case of disability. The ac- 
quisition cost should be on a basis pro- 
fitable to the agent and the company. 
The agent is the producer and entitle! 
to a good income from his labors. 
Louis H. Fibel, in concluding his argu- 


Hardison Criticises 
Costs and Settlements 
(Continued from page 13) 
hundred customers paying one dollar a 


month. How many industrial agents 
have any such clientage? Few, I 
imagine. 


A Multiplicity of Agents 

“My conclusion is that the business 
is burdened with a multiplicity of 
agents, few of whom get any more than 
a bare living return, but at the same 
time piling up a soliciting cost for the 
insured to pay that his share in the 
enterprise does not warrant. In my 
opinion the effort of the conference 
should be to provide first for benefits 
and rates that will on the average pro- 
duce a loss ratio of not less than 55 
per cent., and then keep the expenses 
so far below 45 per cent. as to afford. 
the necessary margin for profit. This 
will serve to drive out many worthless 
or inefficient agents and leave more 
room for the worthy and active ones 
who on a lower commission would make 
as much or more than under the pres- 
ent system of soaring commissions.” 

Commissioner Hardison said that it 
would probably be news to the confer- 
ence that the Massachusetts Legislature 
is investigating social insurance. One 
of the objects is to find out how much 
is paid annually in Massachusetts for 
disability insurance and how much the 
insured are getting in benefits, to de- 
termine if social insurance should be 
fostered by the State. 

“With so many companies in the field, 
many of which are not members of your 


conference and not subscribers to your , 


code of ethics with reference to tak- 
ing agents and business from each 
other,” concluded Mr. Hardison, “how 
can these things which I have pointed 
out as threatening the stability and per- 
manence of your business be reformed? 
How can the agency force be brought 
upon the right basis as to character 
and as to cost? How can more satis- 
factory adjustments of claims be made? 
How can a better return be made to the 
insured? Is the answer ‘Only by com- 
pulsion by the State’’? Must agents be 
selected by the State instead of by the 
companies? Must adjustments be made 
by the State, the same as in Work- 
men’s Compensation insurance? Must 
rates be fixed by the State and a limit 
to the expense ratio be set by the State? 
I think the answer rests largely with 
the insurance companies.” 

How Agent Unsettles Business 

“The agent with good inclinations 
would not have them to compete with, 
and would be relieved of any pressure 
to adopt their methods in order to get 
his share of the business. The agents 
who remain, but do not know how to 
conduct their soliciting properly, and 
all new agents, should be given a 
proper course of instruction in their 
work. They should be made to study 
the contracts which they sell until 
they understand them, which should 
be ascertained by examination, and 
then be directed to sell them for what 
they are, taking pains to tell each ap- 
plicant what he will get for his money 
and what he must‘do in case of dis- 
ability. If they fail to obey instruc- 
tions, and fail to conduct their bust- 
ness and themselves properly they 
should, if found incorrigible, be. dis- 
charged and no other company should 


ment for a better order of things, sug- 
gested the immediate adoption of a new 
policy form along the lines of the recom- 
mendation of the standard policy com- 
m'ttee, of which A. E. Forrest is chair- 
man. Definite action should be taken 
at this meeting. Further delay is dan- 
gerous. The company I represent has 
sufficient confidence in this Conference 
to adopt any plan immediately that has 
its approval, and in which the companies 
here represented will agree to take 
united action,” 


employ them. One reason why they 
are not discharged when they go 
wrong I apprehend is that the com- 
pany which has them feels that if they 
are turned loose some other company 
is sure to employ them and the busi- 
ness which they have brought in will 
be raided or gradually transferred to 
the new employer, consequently it puts 
up with them, not from choice, but on 
account of the conditions which the 
companies permit to exist. 


Position of the Adjuster 

“So much for the part which the un- 
suitable agent plays in furnishing op- 
portunity, if not just cause, for the 
complaints which come to the insur- 
ance department on account of settle- 
ments which the insured believes to 
be unfair, and which causes him to 
denounce insurance companies as ‘rob- 
bers’ and their policies as ‘gold bricks’ 
and the laws as contrivances to give 
companies a chance to cheat the poor. 
Now what part does the adjuster play 
in this—what shall I call it—tragedy, 
comedy, farce or plain drama?  Prob- 
ably a little touch of all. It certainly 
has the earmarks of tragedy to the 
working man with a large family to 
be told that he is entitled to a pittance 
of seven or eight dollars when he has 
been counting on ten times as much 
for the period of his disability, and it 
may be looked upon as farcial by the 
company which holds that according 
to the letter of the contract the com- 
plainant’s claim above what is offered 
in settlement has no other foundation 
than the hope of more money. 

“To my mind the adjuster occupies 
the most delicate position in the com- 
pany. He needs to be a born diplomat, 
with keen perceptions, a judge of men 
and the ability to distinguish between 
eases of fraud and those of honest in- 
tention, and a person who is not so 
steeled in his feelings for others as 
to have no sympathy. Such a man 
can and does rectify, or at least mini- 
mize, many of the failings of the bad 
agent. He explains, yields where there 
is reason for it and usually makes a 
settlement that if not wholly satisfac- 
tory has left no rancor, for it has been 
on a basis that appealed to the reason 
of the insured. But contrast with this 
the opposite type of an adjuster. He 
is important, imperious, disagreeable. 
He arouses antagonism from the start 
w.-h his ‘I wills’ and ‘I won’ts.” He, 
as perhaps instructed by his company, 
stands by the letter of the contract, 
whose provisions in triumphant tones 
he points out to the insured and in 
attitude, if not in words, calls him an 
ignoramus for making the claim that 
he does in view of the language of the 
policy. This adjuster and the insured 
do not get together. A complaint is 
almost inevitable. And then it usually 
appears that the contract may not 
have been sold right, at any rate it 
was not understood, which frequently, 
apparently, was the fault of the agent; 
or it may be the adjuster for the com- 
pany on his own motion, or after con- 
sultation with his principal, has of- 
ered an illiberal settlement which no 
man would accept without protest. 
Sometimes of course it happens that 
the complaints appear to be without 
foundation and should not have been 
made. 

“I do not accept as a justification 
for those companies against whom the 
complaints are lodged most frequently 
that they deal to a greater extent with 
an ignorant class of people who fail 
to grasp the meaning of a contract and 
consequently complaints should not 
count against them. The other com- 
panies perhaps deal more largely with 
a mre intelligent class, but such peo- 
ple know their rights and if settle- 
ments were not properly made they 
would be quick to resent it. The con- 
clusion must be that where there is 
no smoke there is no fire—that their 
attitude towards settlements is differ- 
ent. In settlements they are not such 
sticklers for the letter of the law, 
which killeth, but more concerned to 
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follow the spirit of the law which 
maketh alive the spirit of harmony. 
Sources of Dissatisfaction 

“There are two principal sources of 
dissatisfaction expressed in complaints; 
one on account of the agent, the other 
on account of the unfair methods and 
conclusions of the adjuster. 

“The agent depends upon sales to 
get his commissions. He is frequently 
short-sighted. To such, the dollar in 
hand is worth a dozen in the bush. 
Instead of looking forward to building 
up a large and satisfied clientage by a 
slow process, such an agent blindly 
grasps at the dollar in sight from the 
sale of a contract that has either been 
misrepresented or at least not prop- 
erly explained. He gets the applica- 
tion but the minds never met on even 
the principal provisions of the contract. 
Its limitations apparently are not dis- 
cussed, its requirements not mentioned. 
The insured gets his policy in due 
time, puts it away unread, perhaps in 
some cases for the reason that he 
cannot read, and if he never has cause 
to make a claim under it, all is serene. 
But if he meets with an accident or 
sickness comes, then his policy is 
brought out and he learns that he has 
a contract which is very different from 
what he supposed he was buying when 
the wily agent solicited his application. 
At once there is aroused on his part 
the feeling that he has been ‘buncoed.’ 
And then the adjuster comes, schooled 
by experience, keen by instinct, pre- 
pared by knowledge of the _ policy 
anxious perhaps to do justice accord- 
ing to the strict letter of the contract, 
bus sometimes not of a mind, nor with 
authority, to do more.” 


ELIMINATE BAD PRACTICE 








Grievance Committee Reports Good 
Results in Several States—Better 
Condition Now Prevails 





Good results in eliminating twisting 
and general bad practices where they 
were made known was reported by the 
Grievance Committee of which W. R. 
Sanders was chairman. 

One particular non-conference com- 
pany with whom the committee corre- 
sponded regarding a certain transaction 
apologized for the over-zealousness of 
ene of its minor officials and reinstated 
the business on the books of the com- 
plaining company. 

Another company which caused con- 
siderable discussion in the 1915 annual 
meeting, reinsured its business in a 
Conference Company, September 1, 
1916. 

Still another offender (non-Confer- 
ence) was given a very plain talk by 
Judge Taggart, Superintendent of In- 
surance of the State of Ohio, which pos- 
sibly accounts for the cessation of 
“twisting” of agents and business in 
that State. 

“Another State Insurance Official wh, 
is worthy of commendation from this 
Conference,” the report stated, “is 
Harry L. Arnold, of the Indiana Insur- 
ance Department, who has been very ac- 
tive in his efforts to stamp out the prac- 
tice of ‘twisting’ in that State. We must 
not forget Samuel McCullough, Penn- 
sylvania, as it was through his instru- 
mentality that the ‘anti-twisting ill’ 
was passed by that State, and who is 
always willing to assist in protecting 
established business and agencies in hi- 
State. 

“From the other Eastern States, the 
committee has not had a single com- 
plaint, although it was necessary to use 
considerable pressure on a_ certain 
Eastern Company that was conducting 
a middle western campaign in a man- 
ner not approved by Conference Com- 
panies. Another Eastern Company. 
which copied the ancient methods of 
barbarism, appears to have consider-. 
able financial trouble, which may mean 
that it will see the light of reason and 
hereafter defer from offering increased 
compensation for ‘damaged goods’.” 


Fallacies Shown In 
State Insurance 
An Infant Industry Now, But Will Be 


Able to Compete With State, 
Says E. J. Wohlgemuth 





In discussing the present tendencies 
toward State insurance and the pros- 
pects for the future, E. Jay Wohl- 
gemuth, president of the Western Un- 
derwriter Co., told the conference that 
State insurance was subversive of 
every ideal of Americanism and that 
from the standpoint of either capital 
or labor, it is a makeshift and an eva- 
sion of the plain responsibilities of 
American citizens. This country dif- 
fered from others in that here we have 
freedom of opportunity and are always 
taking chances, he said, and it is in- 
surance that cushions our fall when we 
fail. 

Reasons for State Insurance 

“There can be but two reasons for 
the suddenly assumed importance of 
State health and accident insurance,” 
said Mr. Wohlgemuth. “Either it is 
due to the sincere and honest desire of 
social welfare workers and _philan- 
thropists to adapt what they believe to 
be the best of the old-world systems to 
the needs of this country, or it is pro- 
posed as a cure-all and panacea in the 
contest between capital and labor; in 
short, that it has been foisted upon 
the American public by capital as a 
sop to labor. 


“We respectfully ask for health and 


accident insurance the same opportun- 
ities that the other and older branches 
of insurance have had to contribute to 


the education, development and sense 
of individual responsibility to care for 
and protect his own voluntarily, rec- 
ognizing character as the tinal goal ot 
all American institutions. 


Will Be Able to Compete 
“As an infant industry,” continued 
Mr. Wohlgemuth, “its cost and ex- 


penses are naturally not so low as they 
will be in time to come. Although 
there is an infinite difference in the 
service to society given by the private 
companies and the State, in my opin- 
ion the time will come when even in 
the matter of cost the private com- 
panies can successfully compete with 
the State. There are life insurance 
companies which can now successfully 
compete with the State in the matter 
of cost, and down the street at the 
other hote: I understand that a gentle- 
man is to discuss for the fire and 
casualty companies the topic: ‘Is it 
Feasible for the Stock Companies to 
Meet the Competition of the Mutuals 
and State Funds?’ This would be 
wonderful—to accomplish without com- 
pulsion and monopoly and all their 
attendant evils what the State desires 
so much that it is almost willing to 
enforce at the cost of independence 
and liberty. 

“Your business is only ten or fifteen 
years old. As. it grows and takes on 
volume, methods and systems will be 
evolved, as they have in many other 
lines, by which the business will be 
conducted under the voluntary and 
American system at as low a cost of 
operation as through State monopoly 
and compulsion. It is oniy a matter 
of the growth of intelligence and or- 
ganization, the development of an ever 
widening democracy.” 








Acquisition Cost Too High 


(Continued from page 13) 


boring men alike. It is contrary to 
American ideas of liberty, opportunity 
and business. It gives the State the 
very kind of a monopoly which th: 
State itself has always condemned 
among its own citizens It arbitrarily 
forbids business men the right and 
privilege of competing with it for busi- 
ness—therebhy admitting in advance its 
fear of being defeated and outstripped 
in a fair, competitive race. It contem- 
plates the destruction of one of this 
country’s “backbone” business enter- 
prises which has taken vears to develop, 
and the transfer of the managemen: 
thereof to inexperienced, ever-changing 
State Officials, the very permanence of 
whose employmert will depend more 
upon political preferment than merit. 

The conditions are entirely different 
from those which prompted the enact- 
ment of Workmen’s Compensation tawg 
in the various States, and it cannot be 
intelligently argued otherwise. 
European Arguments Not Good Here 

The mere fact that Compulsory 
Health Insurance is now effective in 
Germany and other European countries 
where the wages of workmen are far 
below what they are here and the con- 
diticns of citizenship entirely different, 
is no argument for the adoption of the 
same plan in America—nor has war- 
ridden Europe yet shown its superiority 
or even equality to peaceful and pros- 
perous America in the handling of the 
great problems of poverty, charity o* 
jiabor. America’s idea has always been 
to pay liberal wages to its workmen, 
and then improve their working condit- 
ions and encourage their individual de- 
velopment of both mind and body—but 
never has she assumed the role of a 
dictator or attempted to tell anv citizen 
how he shall live or where he shal! 
spend his own money. 

While it is clearly the duty of the 
State to make strict health regulation: 
to protec: its citizens against impure 
food, impure milk, impure drugs and 
disease of every form—still, it is obvi- 
ously beyond its province to go further 
and monopolize the grocery business. 
the dairy business, the drug business 


or the health insurance business within 

its territorial limits. A State may pro- 
perly enact labor laws to regulate the 
labor hours and age limits of employes 
of manufacturing institutions—but cer- 
tainly it cannot properly seize and oper- 
ate the factories themselves, to the ex- 
clusion of their lawful owners. 

Such an idea is wrong in its inception 
and un-American in principle. Its ap- 
plication would paralyze the industries 
of this great country, place unlimited 
power in the hands of politicians (who 
are not now half worthy of the confi- 
dence already reposed in them), dea! 
a death blow to individual enterprise, 
and ultimately reduce our citizenship 
to a condition of vassalage which would 
be unbearable. 


Denounces Compulsory Health Insur- 
ance 


If health insurance is a good thing 
for the laboring man to buy—and we 
believe it is—he should be urged (but 
not compelled) to buy it, but, in Amer- 
ica at least, where “competition is the 
life of trade”, he should have the liberty 
to purchase that health insurance from 
whomsoever he pleases. The moment 
the State steps in and says—‘You are 
compelled to buy health insurance 
(whether you want it or not); «and. 
furthermore, you are compelled to buy 
it from me (whether you want to or 
tot)”—that moment will breed the birth 
of an Anti-Government sentiment in 
this country which will spread like 
wildfire and ultimately wreck the foun- 
gation stones of that great democracy 
which was built on the theory of a 
Government “of the people, by the 
people, for ihe people”. 

In my judgment, we, as citizens and 
business men, should forcefully oppose 
any idea ‘which proposes to allow the 
State to go into business at all, and 
in the evolution of events, if the time 
ever does arrive when this idea be- 
comes obsolete and the State is, in fact. 
allowed to take up the transaction of 
tusiness, then we should insist that it 
enter the field in compet.tion with pri- 
vate interests, be subject to the same 
business hazards and liabilities, and 
“win its spurs” in a fair, open, honor- 
able race of merit. 


TELLS AGENCY REQUISITES 


W. A. WILSON’S EXPERIENCE 





Lays Stress on Picking of Salesmen 
and Their Proper Education Before 
Starting Them Selling 





The fundamentals required to build a 
successful accident-health agency were 
set forth by ‘William A. Wilson, man. 
ager of the Philadelphia office of the 
Massachusetts Bonding. Mr. Wilson 
said that the building of an agency 
with all that it implies, is no process 
o* sudden development, but required 
the systematic planning and assem- 
blage of those elements of strength 
that must make it the finished whole. 

Mr. Wilson is manager of the largest 
industrial accident and health agency 
in America, 


Difficulties of District Manager 


The agency organization must have 
its personnel above reproach, he said. 
Every company knows the difficulties 
that beset the district manager in his 
quest for the right man. The method 
cf his selection is one common to all; 
you may interest the part time man 
and he may later develop into one of 
ycur best full-time producers—but not 
often. The seemingly capable appli- 
cant buoys you to the highest anticipa- 
tions only to let them fall into the real- 
ization of misplaced confidence. If he 
has not the grim determination to start 
with, all your “showing”—even though 
he may start successfully—will be with- 
out avail. It is well to let him know 
at the outset that his success means 
hard work, unceasing effort, and if he 
is not willing to accept these condi- 
tions, he is not wanted. It means, 
moreover, unfailing courage and the 
philosophy which can reconcile him 
to temporary defeat, knowing that 
commensurate rewards will come at 
last. 

Concentrates on Certain Lines 


“The Philadelphia division of the 
Massachusetts Bonding & Insurance 
Co. has made much of its success in 
following this plan—a plan, by the 
way not so well fitted to the smaller 
municipalities. That is to concentrate 
o1 certain important employments. 
The conditions for success in the dif- 
ferent fields do not apply unvaryingly. 
There each occupation, each trade, 
mounts to thousands. Some agents 
could canvass one class better than 
others. The economic value of this 
plan is apparent; it advertises the 
company in a_ systematic manner, 
bringing it in touch with the members 
of designated employments through 
those who secure the protection and 
not infrequently share its benefits. 
Some of our most successful agents are 
following this plan systematically and 
enthusiastically. 

“The producer, like the poet, appears 
to have been ‘born, not made: peculiar 
aualities for his success seem inherent 
or hereditary. Distinctively and easily 
first of his qualifications is the willing- 
ness to work. Only a short time ago 
ore of our most successful producers 
lamented the fact that there were 
twenty places awaiting him—places 
where previous efforts had prepared 
the ‘leads’ and he has had to let them 
wait for engagements more important! 
I give this as an illustration of what 
careful, pers‘stent, systematic plan- 
ning will accomplish. 

“An agency organization composed 
of men like these should be marked 
by an esprit ¢e corps made possible 
by that comity of company and man- 
ager that takes count of the needs of 
iis constituents and by every means 
foster, encourages and cultivates. 


Loyalty Most Important Factor 


“The company manager must deserve 
tke loyalty of his agents to obtain it. 
Such loyalty brings him to regard his 
ccnnection as a very personal one, ap- 
pealing to him as one of his most 
cherished possessions,” 
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WHY SEND BUSINESS 





TO A COMPETITOR? 





The Local Agent of The Hartford Fire Insurance Company 
and The Hartford Accident and Indemnity Company is 
never placed in a position where he must send his customers 
to the office of a competing local agent. Agents of the 
“Two Hartfords” sell practically every kind of insurance 
except life insurance. 


How are you equipped? Can you always satisfy your cus- 
tomers? Look over the list. Check the forms you would 
like to sell. We will gladly tell you the general agent in 


charge of your territory. 


September 16, 1916. 
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The Hartford Fire Insurance Co. 


The Hartford Accident and 
Indemnity Co. 
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HUMOUR TULLE LULU 


Fire 
Accident 
| Health 





My name and address is written on the margin of this coupon. 


Motor Cycle 
Burglary 
Employer’s Liability 











Tornado 
Hail 
Golfer’s Policy 


: 





Hartford Fire Insurance Company, (Service Department E. U.) 125 Trumbull Street, Hartford, Conn. 


Gentlemen: Please tell me where to write relative to representing you for the kind of insurance checked X. 


Sprinkler Leakage 
Marine 
Breeder’s and Exhibitor’s 





Sil 





+ 


Auto Liability Workmen’s Compensation Parcel Post C Tractor 
Auto Collision Bonding Rent Salesmen’s Samples 
Auto Theft Elevator Merchandise in Transit & Registered Mail 
_| Auto Fire | Plate Glass Live Stock Transit : e Use and Occupancy 
_ Baggage __| Race Horse Live Stock Mortality |__| Explosion 
MHL UW UTOHO SSNHP ULLAL ALUN 











HANNAN 








